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THURSDAY, MARCH 21, 1957 


Untrep States SENATE, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION, OF THE 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met at 10 p. m., pursuant to call, nm room 224, 
Senate Office Building, Hon. Clinton P. Anderson, chairman of the 
subcommittee, presiding. 

Present: Senators Clinton P. Anderson, New Mexico, and Arthur 
V. Watkins, Utah. 
_ Present also: Senators John A. Carroll and Gordon Allott and Rep- 
resentative J. Edgar Chenoweth, all of Colorado. 

Present also, Goodrich W. Lineweaver, committee assistant, and 
EK. D. Eaton, consultant. 

Senator ANverson. We will start the hearing on the Fryingpan- 
Arkansas project, S. 60, sponsored by Senators Allott and Carroll. 

First of all, we will put a copy of the bill in the record at this point, 
as well as the reports from the Department of the Interior, the Depart- 
ment of Airrioultins, and the Bureau of the Budget. 

(S. 60 and the reports referred to follow :) 


[S. 60, 85th Cong., 1st sess.] 


A BILL To authorize the construction, operation, and maintenance by the Secretary of 
the Interior of the Fryingpan-Arkansas project, Colorado 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, for the purpose of supplying water for 
irrigation, municipal, domestic, and industrial uses, generating and transmitting 
hydroelectric power and energy, controlling floods, providing for the preservation 
and propagation of fish and wildlife and preserving and improving recreational 
opportunities, and for other useful and beneficial purposes, the Secretary of the 
Interior, acting pursuant to the Federal reclamation laws, Act of June 17, 1902 
(32 Stat. 388), and Acts amendatory thereof or supplementary thereto, as far as 
those laws are not inconsistent with the provisions of this Act, and subject to 
the apportionments of the use of water fixed in the Colorado River Compact and 
the Upper Colorado River Basin Compact and to the terms of the Boulder Canyon 
Project Act, and to the terms of the United States-Mexico Water Treaty of 1944 
(Treaty Series 994), is hereby authorized to construct, operate, and maintain the 
Fryingpan-Arkansas project, Colorado, in substantial accordance with the engi- 
neering plans therefor set forth in Senate Document Numbered 106, Eighty- 
second Congress, second session, but with such modification of, omission frem, 
or additions to the works therein described as the Secretary may, from time to 
time, find necessary or proper for accomplishing the objectives of the nroject. 

Sec. 2. (a) Contracts to repay that portion of the cost of the Fryingpan- 
Arkansas project which is allocated to irrigation and assigned to be repaid by 
irrigation water users (exclusive of such portion of said cost as may be derived 
from temporary water supply contracts or from other sources) shall be entered 
into pursuant to subsection (d), section 9, of the Reclamation Project Act of 
1989 (538 Stat. 1187) and may provide that the general repayment obligation 
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shall be spread in annual installments, which may be varied as to any required 
annual payment in the light of economic factors affecting the ability of the con- 
tracting organization to pay and of water supply and water requirement condi- 
tions, but in number and amounts satisfactory to the Secretary, over a period 
of not more than sixty years, which period shall be inclusive of any permissible 
development period, for any project contract unit or for any irrigation block, 
if the project contract unit be divided into two or more irrigation blocks: 

(b) Notwithstanding any provision of law to the contrary, net revenues derived 
from the sale of commercial power and from the furnishing of water for munic- 
ipal, domestic, and industrial use shall first be applied to the amortization, with 
interest, of those portions of the actual cost of construction of the project which 
are allocated, respectively, to commercial power and to municipal, domestic, 
and industrial water supply and shall thereafter be applied to amortization of 
that portion of said actual cost which is allocated to irrigation but which is 
beyond the ability of the irrigation water users to return during the period 
hereinbefore specified. The interest rate on the unamortized balance of the 
commercial power and the municipal, domestic, and industrial water-supply allo- 
cations shall be equal to the average rate (which rate shall be certified by the 
Secretary of the Treasury) paid by the United States on its long-term loans out- 
standing on the date of this Act. 

(ec) No part of the specific municipal water-supply systems described in Senate 
Document Numbered 106, Highty-second Congress, shall be construed by the 
Secretary in the absence of evidence satisfactory to him that it would be infeasible 
for the communities involved to construct such works themselves, singly or 
jointly. In the event it is determined that such facilities are to be constructed 
by the Secretary, a contract providing, among other things, for payment of the 
actual cost thereof with interest and repayment period as hereinbefore provided, 
and as rapidly as is consistent with the contracting parties’ ability to pay, and 
for assumption by the contracting party or parties of the care, operation, mainte- 
nance, and replacement of the works shall be a condition precedent thereto. 

(da) In conformity with the provisions of subsections (a), (b), and (c) of this 
section, the Secretary, prior to the delivery of project water supplies, shall have 
entered into a contract, or contracts, with “organizations” as defined in para- 
graph 2-4¢) of the Reclamation Project Act of 1939 (583 Stat. 1187) which have 
the capacity to levy assessments upon all taxable real property located within 
their boundaries to assist in making repayments. 

(e) No contract for a supplemental water supply for irrigation under this 
Act shall contain any restrictions respecting the right to receive such supply 
based upon ownership of irrigable lands, nor shall the excess land provisions 
of the Federal reciamation laws be applicable to lands served by the Fryingpan- 
Arkansas project which now have an irrigation supply from sources other than 
a Federal reclamation project. 

Sec. 38. The Fryingpan-Arkansas project shall be operated under the direction 
of the Secretary of the Interior in accordance with the operating principles set 
forth on pages 20-23 of Senate Document Numbered 106, Eighty-second Congress. 
The Secretary may appoint the two representatives of the United States to the 
Commission referred to in paragraph 17 of said principles and may adopt modi- 
fication thereof upon the recommendation of the Commission: Provided, That 
such recommendations are made and adopted by said Commission in conformity 
to the provisions of paragraph 17 of said operating principles. 

Sec. 4. Any and all benefits and rights of western Colorado water users in and 
to water stored in the Green Mountain Reservoir, Colorado-Big Thompson proj- 
ect, as described, set forth and defined in Senate Document Numbered 80, 
Seventy-fifth Congress first session, shall not be impaired, prejudiced, abrogated, 
nullified, or diminished in any manner whatever by reason of the authorization, 
construction, operation, and maintenance of the Fryingpan-Arkansas project 
authorized by this Act. 

Sec. 5. Any provision of law to the contrary notwithstanding, the project 
herein authorized shall be operated in such a manner that those in eastern Colo- 
rado using project water imported from the Colorado River Basin for domestic 
purposes shall have preference over those claiming or using the water for any 
other purpose. 

Sec. 6. The Secretary is authorized to plan, construct, operate, and maintain 
public recreational facilities on lands withdrawn or acquired for the develop- 
ment of the Fryingpan-Arkansas project, to conserve the scenery, the natural, 
historic, and archeologie objects, and the wildlife on said lands, and to provide 
for public use and enjoyment of the same and of the water areas created by 
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these projects by such means as are consistent with the primary purposes of 
said project and to mitigate losses of and improve conditions for the propagation 
of fish and wildlife in connection with the development of the Fryingpan- 
Arkansas project. The Secretary is authorized to acquire lands and to withdraw 
public lands from entry or other disposition under the public land laws for the 
construction, operation, and maintenance of recreational facilities in connection 
with the said project, and to dispose of them to Federal, State, and local govern- 
mental agencies by lease, transfer exchange, or conveyance, upon such terms 
and conditions as will best promote their development and operation in the 
public interest. The costs, including the operation and maintenance costs of all 
said undertakings shall be nonreimbursable and nonreturnable under the reclama- 
tion laws, and funds appropriated for carrying out the authorization contained 
in section 1 of this Act shall, without prejudice to the availability of other 
appropriated moneys for the same purpose, also be available for carrying out the 
investigations and programs authorized in this section. 

Sree. 7. (a) The use of water diverted from the Colorado River to the Arkan- 
sas River Basin through works constructed under authority of this Act shall 
be subject to and controlled by the Colorado River Compact, the Upper Colorado 
River Basin Compact, the Boulder Canyon Project Act, and the Mexican Water 
Treaty (Treaty Series 994), as hereinbefore provided, and shall be included 
within and shall in no way increase the total quantity of water to the use of 
which the State of Colorado is entitled and limited under said compacts, statute, 
and treaty, and every contract entered into under this Act for the storage, use, 
and delivery of such water shall so recite. 

(b) All works constructed under authority of this Act, and all officers, em- 
ployees, permittees, licensees, and contractees of the United States and of the 
State of Colorado acting pursuant thereto and all users and appropriators of 
water of the Colorado River system diverted or delivered through the works 
constructed under authority of this Act and any enlargements or additions 
thereto shall observe and be subject to said compacts, statute, and treaty, as 
hereinbefore provided, in the diversion, delivery, and use of water of the 
Colorado system, and such condition and covenant shall attach as a matter of 
law whether or not set out or referred to in the instrument evidencing such 
permit, license, or contract and shall be deemed to be for the benefit of and be 
uvailable to the States of Arizona, California, Colorado, Nevada, New.Mexico, 
Utah, and Wyoming and the users of water therein or thereunder by way of 
suit, defense, or otherwise in any litigation respecting the waters of the Colorado 
River system. 

(c) None of the waters of the Colorado River system shall be exported from 
the natural basin of that system by means of works constructed under authority 
of this Act, or extensions and enlargement of such works, to the Arkansas River 
Basin for consumptive use outside of the State of Colorado, and no such waters 
shall be made available for consumptive use in any State not a party to the 
Colorado River Compact by exchange or substitution or as far as the same is 
controllable through the operation of works herein or hereafter authorized, 
by use of return flow; nor shall the obligations of the State of Colorado under 
the provisions of the Arkansas River Compact (63 Stat. 145) be altered by any 
operations of the Fryingpan-Arkansas project. 

(d) No right or claim of right to the use of the waters of the Colorado River 
system shall be aided or prejudiced by this Act, and the Congress does not, by its 
enactment, construe or interpret any provision of the Colorado River Compact, 
the Upper Colorado River Basin Compact, the Boulder Canyon Project Act, or 
the Mexican Water Treaty or subject the United States to, or approve or dis- 
approve any interpretation of, said compacts, statute, or treaty, anything in 
this Act to the contrary notwithstanding. 

Sec. 8. There are hereby authorized to be appropriated, out of any moneys 
in the Treasury not otherwise appropriated, such sums as may be necessary to 
carry out the purposes of this Act. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 21, 1957. 
Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 


Deak Senator Murray: This is in reply to your request of February 8, 1957, 
for a report on S. 60, a bill to authorize the construction, operation, and main- 
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tenance by the Secretary of the Interior of the Fryingpan-Arkansas project, 
Colorado. 

The President in his budget message of January 1957 urged the enactment of 
legislation authorizing the Fryingpan-Arkansas project. This Department has 
no objection to 8S. 60, but does object to section 6 unless amended. 

Section 6 would authorize the Secretary of the Interior to plan, construct, 
operate, and maintain public recreational facilities on (1) lands withdrawn for 
the development of the Fryingpan-Arkansas project including national-forest 
land and (2) lands acquired for the development of the project or for recrea- 
tional purposes but located within national-forest boundaries. 

Section 6 would also authorize the Secretary of the Interior to (1) acquire 
lands within national-forest boundaries for recreational purposes in connection 
with the reclamation project, (2) withdraw public lands from entry or other 
disposition under the public-land laws for recreational purposes in connection 
with the project, and (3) dispose of such lands to Federal, State, and local 
governmental agencies by lease, transfer, exchange, or conveyance. 

' The authorization to the Secretary of the Interior to plan, construct, operate, 
and maintain recreational facilities on national-forest lands within reclama- 
tion withdrawals in connection with the Fryingpan-Arkansas project would re- 
sult in duplication of authority between the Departments of Interior and Agri- 
culture, and would lead to confusion unless clarified. The Secretary of Agri- 
culture now has authority to manage these national-forest lands, so long as such 
use does not conflict with major project purposes and is developing and admin- 
istering them, not only with respect to recreation but also for timber, grazing, 
and oher resources. This Department is developing the national forests under 
a policy of integrated multiple use, whereas the authority that would be granted 
the Secretary of the Interior under this section would pertain only to recreation. 

Under a memorandum of understanding entered into in January 1948, between . 
the Bureau of Reclamation of the Department of the Interior and the Forest 
Service of this Department, it was agreed that the Forest Service would con- 
tinue to administer national-forest lands within a reclamation withdrawal for 
nonreclamation purposes whenever such lands were not in actual use in con- 
nection with any reclamation works. This memoradum of understanding has 
provided a satisfactory division of responsibility which should be continued. 
“Tne Department of Agriculture believes that it should administer the recrea- 
tional facilities on national-forest lands withdrawn for recreation or for recla- 
mation-project purposes. It objects to legislation which would give duplicating 
authority in this respect to the Secretary of Interior. 

The Department of Agriculture also believes that within exterior boundaries 
of the national forests, non-national-forest lands withdrawn or acquired for 
reclamation purposes or for recreation in connection with reclamation projects 
and not needed for actual use in connection with reclamation works should 
become national-forest lands. These lands and the resources thereof should 
be administered by the Secretary of Agriculture, subject to project uses, as ordi- 
nary national-forest lands. This would include the recreational facilities there- 
on. We believe such lands can be most effectively and economically admin- 
istered as national-forest lands by the Department of Agriculture because of 
their intermingling with nearby and adjoining national-forest lands and because 
they are of national-forest character. 

The recommendations of this Department can be accomplished by adding a 
proviso to section 6. Starting on page 7, line 2, change the period to a semicolon 
and continue as follows: 

“Provided, That all lands within the exterior boundaries of a national forest 
acquired for recreational or other project purposes which are not determined 
by the Secretary of the Interior to be needed for actual use in connection with 
the reclamation works shall become national-forest lands: Provided further, 
That the Secretary of the Interior shall make his determination hereunder 
within five years after the approval of this Act or, in the case of individual 
tracts of land, with five years after their acquisition by the United States: 
And provided further, That the authority contained in this section shall not 
be exercised by the Secretary of the Interior with respect to national-forest 
lands without the concurrence of the Secretary of Agriculture.” 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


E. L. Pererson, Assistant Secretary. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 20, 1957. 
Hon. JAmMes E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


DeEaR SENATOR MurRAyY: This is in response to your request for an expression 
of the views of this Department on S§S. 60, a bill to authorize the construction, 
operation, and maintenance by the Secretary of the Interior of the Fryingpan- 
Arkansas project, Colorado. 

Subject to your committee’s consideration of certain matters discussed below, 
we recommend that the bill be enacted. 

S. 60 is identical with S. 300, 84th Congress, as it was reported by your com- 
mittee on April 28, 1955. Enactment of legislation to authorize construction 
of this project has been recommended by the President in his message accom- 
panying the budget for the fiscal year 1958. In that message, the President said: 
“T urge once again the prompt enactment of legislation which will enable the 
Iryingpan-Arkansas multiple-purpose project to get underway in the fiscal year 
1958.” In the budget itself (p. 803) it is pointed out that the administration 
proposes to initiate construction of the Fryingpan-Arkansas project during the 
next fiscal year if it is authorized and that the budget includes an item of 
$2 million to be requested for this purpose. 

A rather full description of the engineering features of this proposed under- 
taking, of the purposes which it will serve, and of the benefits which will be 
associated with it are readily available in Senate Document No. 106, 82d Con- 
gress, and in the report of the Department of the Interior on the project which 
was submitted on June 9, 1953, to the President of the Senate and the Speaker 
of the House of Representatives in accordance with the provisions of. section 
9 (a) of the Reclamation Project Act of 1939 and printed as House Document 
187, 88d Congress. The present report notes certain modifications in the engi- 
neering plan for the project set out in House Document No. 187 and includes 
revisions of its estimated costs and in the financial and econmic analyses. It 
also proposes certain modifications in the repayment program set out in House 
Document No. 187. 

For convenient reference by the committee, the purposes and expected aeeom- 
plishments of the project may be summarized thus: The project contemplates 
(1) diversion through the project works from the Roaring Fork River Basin in 
western Colorado to the Arkansas River Basin in eastern Colorado of approxi- 
mately 69,000 acre-feet of water per annum; (2) diversion through the existing 
works of the Twin Lakes Co. of about 15,000 acre-feet per annum over and above 
what that company now diverts; (3) storage on the eastern slope for the waters 
thus imported and, in addition, for eastern slope floodwaters and winter flows 
averaging 50,000 and 93,000 acre-feet per annum, respectively. This water will 
make possible the furnishing of supplemental irrigation water for 322,000 acres 
of irrigated land not having an adequate water supply and will supply expanding 
needs for municipal, domestic, and industrial water in the upper Arkansas Basin. 
The project will prevent a large part of the flood damages which, under present 
conditions, occur between Pueblo and John Martin Reservoir. In accomplishing 
these primary purposes of the project, works will be provided for the generation 
of an average of 505 million kilowatt-hours of hydroelectric power annually. 

An important feature of the project is the 28,000 acre-foot Aspen Reservoir 
on the western slope. This reservoir, the cost of which is included in the cost 
of the project, will serve to assure present and potential western slope water 
users that the proposed diversion of water to the eastern slope will not deprive 
them of water, rights to the use of which for domestic, irrigation, and manu- 
facturing purposes (including power generation in the case of existing rights) 
now exist or are hereafter acquired pursuant to the laws of the State of Colorado. 
A rather elaborate set of operating principles for this and other features of 
the project, in the formulation of which representative spokesmen for various 
interests within the State of Colorado participated and which was approved by 
the Colorado Water Conservation Board, is incorporated in the bill by reference. 
These operating principles will, accordingly, constitute a portion of the law of 
the project and will not be subject to change save by further act of Congress 
or, as provided in section 2 of the bill, by the Secretary’s adoption of modifica- 
tions thereof recommended by a commission composed of representatives of the 
contemplated Eastern Colorado Conservancy District, the Colorado River Water 
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Conservation District, the Colorado Water Conservation Board, and the United 
States. 

After the publication of Senate Document No. 106 the Department of the 
Interior reviewed the project, and certain modifications in the repayment pro- 
posals contained in that document have been recommended. These are included 
in our report to the President of April 30, 1953, which is one of the documents 
comprising the report which was sent to the Congress as noted above, on June 
9, 1953. Since that time, additional studies have been conducted in the field, 
based upon later construction cost estimates, new policies on cost allocations, 
revisions in the estimates of project revenues (especially those derived from 
power and the conservancy district tax), and a new alinement of municipal 

water requirements and fatilities, notably elimination of the large treatment 
a as a Federal project feature. As compared with the 69-year payout period 
incorporated in the Secretary’s report of April 30, 1953, the new studies show 
that all reimbursable project costs can be repaid in approximately’ 69 years, 
including an 8-year period during which construction is being completed and 
project revenues are being built up to normal. 

The following tabulation indicates the major changes in project costs and 
allocations as a result of the new studies: 


| H. Doe. 187 | December 1954 
tases et aes ul eo Sa 


| 
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iin ele ie aad ands hd bmdiens linsde nde wpihat cine 172, 898, 000 156, betes. 000 
Power revenues: . | 
I NGOS ed sibel sedi. es ie i cckk wah await 5.5 mills | 6.0 mills 
I a i Ol ee lh Lic ohmabaiaue wgnidaaue © $1, 504, 400 | $1, 720, 200 
Conservancy district revenues: | 
DIN eae a irae, Sono eles eee es See eta ce owe wee Lene 622, 000 | 1 657, 000 
a hos Sibibbuwemdats pctatcth alec wide é } 1, 064, 000 | 1 855, 000 
Benefit-cost ratios: j 
i ee asad whores 1.05 to 1 | 1.05 to 1 


aa ikaakes aot ctace iin bie faccchoccecaschveclussgecsehe 1.48 tol } 1.47 tol 





1 Including tax levy. 


The cost and allocation estimates given above are based on October 1954 prices. 
Price indexes for October 1956 show a 2- to 3-percent increase in the overall 
figure. Details will be furnished to your committee at the hearings. 

Enactment of section 2 (e) of the bill would exempt from the excess-land 
provisions of the Federal reclamation laws all lands served by the Fryingpan- 
Arkansas project “which now have an irrigation water supply from sources other 
than a Federal reclamation project.” This provision raises poli¢y questions 
which your committee will wish to consider. While the provisions of the bill 
are not unprecedented —witness, for one example, the exemption by the act of 
June 16, 1988 (52 Stat. 764) of lands of the Colorado-Big Thompson project— 
there must be considered the relative weight of such considerations as, on the 
one hand, the substantial benefits from other project sources which the irrigators 
will be receiving and, on the other hand, the desirability of not disturbing those 
farms of an existent agricultural economy which already receive a substantial 
portion of their water requirements from nonproject sources. It might be that 
your committee would wish to consider as an alternative to section 2 (e) a 
suggestion that any contracting agency be permitted to elect either to comply 
with existing law or, if it does not wish to do so, to repay with interest, the por- 
tion of the cost which is assignable to its excess lands over the period permitted 
by the bill. 

The area affected by the proposed project is an area containing outstanding 
fish and wildlife resources. The principles of operation approved by the Colo- 
rado Water Conservation Board, mentioned previously in this letter, will safe- 
guard the highly important sports fishery on the western slope by providing for 
eertain specified minimum flows in the Roaring Fork and Fryingpan Rivers. 
This Department expects also to work out operating planus to protect, to the 
fullest extent practicable, the potentially important sports fishery resources in 
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the headwaters of the Arkansas River on the eastern slope. This area is rela- 
tively close to population centers in east central Colorado and is subject to heavy 
sportsmen’s use. The inclusion of preservation and propagation of fish and 
wildlife as one of the purposes of the project in section 1, together with authority 
provided in section 6 and in the act of August 14, 1946 (60 Stat. 1080), will 
permit reasonable modifications in the project plan for protection of fish and 
wildlife resoumes so that the entire project will be sound from the fish and 
wildlife standpoint. Such changes for the protection of fish and wildlife re- 
sources as the Department may find desirable to carry out under the authority 
of‘the bill will be principally in the plan of operation, not of construction, of 
the project. 8S. 60 provides the flexibility needed to carry out the investigations 
and planning for protection of fish and wildlife resources that are required in 
the post-authorization stage. 

The bill also provides for the construction of public recreation facilities on 
lands withdrawn or acquired for the Fryingpan-Arkansas project. The costs 
associated with such facilities will, under the terms of the bill, be nonreimburs- 
able. These provisions of 8S. 60 are substantially the same as those found in the 
Colorado River Storage Project Act (Public Law 485, 84th Cong.) and are in 

many respects similar to provisions in other recent project authorization acts. 
Lack of clear-cut general legislative authority has in the past handicapped this 
Department in carrying out a program for the provision of recreation facilities at 
reclamation reservoirs. This Department is inclined to encourage, to the greatest 
extent practicable, development of public recreation facilities on lands withdrawn 
or acquired in connection with the development of water resources projects and 
believes that there should be one uniform national law governing the develop- 
ment of recreation resources. In the absence of such a law, it is desirable that 
the merits of recreational developments be considered in connection with 
individual projects. 

‘Attached is a statement concerning estimated personnel and other require- 
ments for the Fryingpan-Arkansas construction as provided in Public Law 801, 
84th Congress. 

Your attention is invited to a typographical error in line 3, page 4, where the 
word “construed” should be “constructed.” 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to your committee. 

Sincerely yours, ns 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 
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Estimated additional man-years of civilian employment and expenditures for 
the first 5 vears of proposed new or expanded programs 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., March 16, 1957. 


Hon. JAMES E, Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. O. 


My Dear Mr. CHAIRMAN: This will acknowledge receipt on January 18, 1957, 
of your letter requesting the views of the Bureau of the Budget with respect to 
8S. 60, a bill to authorize the construction, operation, and maintenance by the 
Seeretary of the Interior of the Fryingpan-Arkansas project, Colorado, 

The President in his 1958 budget message again urged prompt enactment of. 
legislation to authorize the Fryingpan-Arkansas project and the 1958 budget 
contemplates the submission of a supplemental estimate to permit initiation of 
construction in fiscal 1958 contingent on completion of the necessary legislative 
action. . 

The Department of the Interior in its proposed report to your committee on 
S. 60 recommends that the bill be enacted, subject to your consideration of an 
alternative for section 2 (e). This section would exempt from the excess-lands 
provisions of the Federal reclamation law all project lands whose present irri- 
gation water supply is derived from non-Federal sources. The Department sug- 
gests that the contracting agency be permitted to elect to comply with existing 
law or to repay with interest the costs assignable to the excess lands. The 
Bureau of the Budget believes that the question of excess land limitations should 
be dealt with on an overall basis rather than case by case. We therefore recom- 
mend that consideration be given to the deletion of section 2 (e). 

It is noted that the bill does not specify the period within which the construc- © 
tion costs allocated to commercial power and municipal, domestic, and industrial 
water supply are to be repaid. The Bureau of the Budget believes that considera- 
tion should be given to amending the bill to provide that these costs be repaid 
within 50 years after the completion of construction. 

Section 6 of the bill would authorize the construction, operation, and main- 
tenance on a nonreimburseable basis of recreational and fish and wildlife facili- 
ties. We believe that any Federal contribution to these purposes should be 
limited to programs of national significance. Furthermore, we believe that the 
costs of minimum public use facilities and the mitigation of damages to fish and 
wildlife should be treated as part of the overall costs and allocated to the basic 
purposes of the projects. 

Subject to your consideration of the above comments, the Bureau of the Budget 
recommends enactment of S. 60. 

Sincerely yours, 
Rosert B.. MERRIAM, 
Assistant Director. 


Senator Anprrson. S. 60 proposes to ‘authorize the Fryingpan- 
Arkansas project in Colorado. 

An identical bill, S. 300, was reported out by this committee on 
April 28, 1955, and passed the Senate on July 12,1956. A similar bill 
passed the Senate in 1954. 

Several questions have been raised about S. 60, on which the subcom- 
mittee will desire information and the views of interested persons, as 
well as spokesmen for the Department of the Interior, and other execu- 
tive agencies. 

First are the changes in cost estimates from the figures when S. 300 
was considered in 1955. A comparative tabulation which reflects an 
increase of $2.7 million in overall costs. Will the increase affect feasi- 
bility of the project ? 

Second, the letter of the Bureau of.the Budget, dated March 16, 1957, 
‘raises several points. 

One is the second 2 (e) provision with respect to exemptions from 
the excess-land limitations. The Bureau of the Budget appears to 
favor applying the excess-land limitations of the reclamation law 
across the boa a until a general modification of the acreage restrictions 


are dealt with on an overall basis. 
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S. 60, if amended in section 2 (e), as proposed, would provide al- 
ternatives for excess-land holders. The Department suggests as an 
alternative that they comply with the 160-acre provision or elect to pay 
interest on coustruction charges attributable to excess holdings. 

The Bureau of the Budget also questions nonreimbursable features 
attributable to recreation and fish and wildlife. It suggests that only 
the costs of features having national significance be made non- 
reimbursable. 

The Bureau of the Budget also suggests that the bill carry a pro- 
vision that repayment of the power features be achieved in 50 years. 

We will want to know from the Department witnesses what effect 
the Budget proposals will have on the feasibility of the project. 

Several other problems have been brought to the attention of the 
subcommittee. These include: 

(a) Opposition of the Pitkin County Water Association, head- 
quartered at Aspen, Colo., to the project. 

(6) Position of the United States Forest Service of the Depart- 
ment of Agriculture on the use of national forests in connection with 
the project. We understand some questions have been raised by the 
Department of Agriculture as to the project. 

And I might say, in the interest of trying to get it clarified, that I 
addressed a letter to the Forest Service on March 19, to Mr. McArdle, 
and asked him to comment, if he would, on the withdrawal of public 
‘lands for these recreational facilities that are now within the forests. 
And [have a reply from the Department of Agriculture, under date of 
March 20, 

Now, you would probably say that this looks like a project that was 
hurried through, and I will say that that is exactly what it is. It is 
exactly what. it was intended to be. I wanted to have an answer from 
the Department prior to the termination of this hearing. There- 
fore, I will put into the record a copy of my letter to Mr. McArdle 
and a copy of Mr. McArdle’s reply. 

(The letters referred to follow:) 


Mr. RicHarpD E. MCARDLE, 
Chief, Forest Service, Department of Agriculture, 
Washington, D. C. 


Deak Mr. McArpiLeE: AS chairman of the Reclamation Subcommittee of the 
Senate Interior and Insular Affairs Committee, I plan to hold hearings, possibly 
Thursday, March 21, on S. 60, a bill to authorize construction, operation, and 
maintenance by the Secretary of the Interior of the Fryingpan-Arkansas project 
in Colorado. , 

In studying this bill, it has been brought to my attention that this project is 
. probably mostly within a national forest, and that in connection with section 6 
of the bill, a problem might arise as to the administration of lands in the forest 
that could be withdrawn in connection with this project. Under this section, it 
appears the Secretary of Interior is authorized to plan, construct, operate, and 
maintain public recreational facilities on land withdrawn or acquired for the 
project. Inasmuch as this is in the national forest, I am wondering to what 
extend this might interfere with the administration of the national forest, 
especially as to the multiple use of forest lands. 

Section 6, beginning at line 20, page 6, authorizes the Secretary to “acquire 
lands and to withdraw public lands * * * for construction, operation, and main- 
tenance of recreational facilities.” Inasmuch as this permits the Secretary of 
the Interior to acquire for other than reclamation purposes, would this not be a 
new withdrawal authority? 

In line 24, page 6, it would appear the Secretary could dispose of these lands 
to Federal, State, and local agencies; what would be the situation of the Forest 
Service if lands in this area were withdrawn and transferred to State or local 


Marcu 19, 1957. 
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authorities? Shouldn’t there be some satisfactory division of authority over 
the administration of lands in a situation like this? Also, what would happen 
to isolated tracts of land that might have been withdrawn and which could not 
be used either in connection with the project or for recreational purposes? 

I would appreciate your comments on these questions if possible by Thursday 
morning before the hearing, and also any suggestions you might make as to 
language in the bill that might clarify these points. 

Sincerely yours, 
CLINTON P, ANDERSON. 





Unrrep STATES DEPARTMENT OF AGRICULTURE, 
; FOREST SERVICE, 
Washington, D. C., March 20, 1957. 
Hon. Crinton P. ANDERSON, 
United States Senate, 
Washington, D. C. 


Dear SENATOR ANDERSON: This is in reply to your letter of March 19 asking 
several questions about the possible effect on the national forests if section 6 
of S. 60 were enacted. You also asked for legislative language to clarify the 
points raised in your letter. 

It is our understanding that section 6 would authorize the Secretary of the 
Interior to plan, construct, operate, and maintain public recreational facilities 
on (1) lands withdrawn for the development of the Fryingpan-Arkansas project 
including national-forest land and (2) lands acquired for the development of 
the project or for recreational purposes but located within national-forest 
boundaries. 

Section 6 would also authorize the Secretary of the Interior to (1) acquire 
lands within national-forest boundaries for recreational purposes in connection 
with the reclamation project, (2) withdraw public lands from entry or other 
disposition under the public land laws for recreational purposes in connection 
with the project, and (3) dispose of such lands to Federal, State, and local 
governmental agencies by lease, transfer, exchange, or conveyance. 

The authorization to the Secretary of the Interior to plan, construct, operate, 
and maintain recreational facilities on national-forest land within reclamation 
withdrawals in connection with the Fryingpan-Arkansas project would result 
in duplication of authority between the Departments of the Interior and Agri- 
culture. The Secretary of Agriculture now is administering national-forest lands 
for multiple-use purposes not only with respect to recreation, but also for 
timber, recreation, grazing, and other resources. The authority that would 
be granted the Secretary of the Interior under this section on national-forest 
lands would pertain only to recreation. 

With respect to your specific questions : 

1. It is our belief that the authority that would be given beginning at line 
20 on page 6 under section 6 to the Secretary of the Interior to acquire lands 
and to withdraw public lands for construction, operation, and maintenance 
of recreational facilities would be new authority. However, such a question 
could doubtless be better answered by the Department of the Interior. 

2. It would appear from lines 24 and 25, page 6, that if the Secretary of 
the Interior withdrew national-forest lands for recreational purposes in con- 
nection with the Fryingpan-Arkansas project, he could subsequently dispose 
of them to State or local authorities. Concurrence of the Secretary of Agri- 
eulture would not be required. This would be new authority and no similar 
authority presently exists to dispose of national-forest lands. 

8. You inquire as to whether there should be some satisfactory division 
of authority over the administration of lands in a situation like this. One 
division of authority might be— 

(a) The Secretary of Agriculture could continue to have exclusive authority 
to administer recreation on national-forest lands including those withdrawn 
for reclamation purposes. 

(b) Non-national-forest lands withdrawn or acquired for reclamation pur- 
poses, or for recreation in connection with reclamation projects and not needed 
for actual use in connection with reclamation works, and lying within the 
exterior boundaries of the national forests, could become national-forest lands. 
They would then be administered by the Secretary of Agriculture for recreation 
and other purposes. This would prevent a situation arising within national- 
forest boundaries wherein the Secretary of Agriculture administers national- 
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forest land for recreation and other purposes and another agency of the 
‘Government administers isolated, intermingled, and surrounded tracts of other 
Federal land for recreation. 

4. Isolated tracts of land withdrawn or acquired which could not be used in 
connection with the reclamation project would be administered by the Secretary 
of Agriculture for multiple-use national-forest purposes if these lands lying 
within the exterior boundaries of national forests were given national-forest 
‘status. If they are not given national-forest status, their administration or 
disposition would be the responsibility of the Department of the Interior. 

Following is legislative language which would clarify the points which we 
understand you had in mind. The proviso would be added to section 6. Starting 
on page 7, line 2, change the period to a semicolon and continue as follows: 

“Provided, That all lands within the exterior boundaries of a national forest 
acquired for recreational or other project purposes which are not determined by 
the Secretary of the Interior to be needed for actual use in connection with the 
reclamation works shall become national-forest lands: Provided further, That 
the Secretary of the Interior shall make his determination hereunder within five 
Years after approval of this Act or, in the case of individual tracts of land, within 
five years after their acquisition by the United States: And provided further, 
That the authority contained in this section shall not be exercised by the Secre- 
tary of the Interior with respect to national-forest lands without the concurrence 
of the Secretary of Agriculture.” 

The above language and answers to the above questions are given you as a 
legislative service, and without commitment as to the position of this Department 
or the Bureau of the Budget. 

Sincerely yours, 
RIcHARD E. MCARDLE, om 
, ioe Bx By Epwarp C. Cnavas. 

Senator ANperson (continuing) : 

(c) Reports that have come to us with respect to expansion or an- 
nexation programs of Colorado Springs, and other cities in the area 
that may be linked with the Fryingpan-Arkansas development. 

The Fryingpan-Arkansas authorization has had rough sledding in 
the House of Representatives on two occasions when a rule to bring 
up the bill was denied by a floor vote. It seems to the chairman that 
all pertinent information, both pro and con, should be brought out 
without undue repetition of views submitted at previous hearings. 
All statements, resolutions, and other information will be welcomed. 

The first witnesses will be the two distinguished United States Sena- 
tors from Colorado in the order of their. seniority—Senators Allott 
and Carroll. We will then hear from Congressman Chenoweth, of 
Colorado, and then from Mr. Aandahl, the Assistant Secretary of the 
Interior. 

We assume that the Bureau of Reclamation witnesses will be pre- 
pared to present the view of the Department also, since its report was 
not available for review prior to the setting of the hearing. 

Senator Allott ? 

Senator Attorr. Yes, Mr. Chairman. 

Senator Anperson. Prior to your starting, I have a telegram from 
Phoenix, Ariz., from an old and tried and true friend, former Senator 
and former Governor of Colorado, Edwin C. Johnson, which I want 
to read into the record. 


Governor McNichols has requested I express my views on Fryingpan-Arkansas 
project for consideration your committee and that my testimony given in 1955 
as Governor of Colorado, be made part of the record in your hearings on Thurs- 
day. I hope I have your permission. 

During the past 10 years the eastern slope of Colorado has suffered a dev- 
astating drought resulting in dust-bowl conditions. Arkansas is the eastern 
slope’s greatest source of irrigation and domestic water. At present the most 
effective use of the present short supply of water in this river is not being made. 
The I'ryingpan-Arkansas project would provide the badly needed later use 
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facilities and would also add a relatively small supply of additional westerm 
slope water which would augment domestic supply of water for Colorado 
Springs and Pueblo where the Nation has large military installations. This vital 
project would also provide supplemental irrigation water to carry crops to 
full maturity in the very rich Arkansas Valley that now are severely damaged - 
when irrigation water plays out in the final stages of crops growth. Thanks 
for permitting me to testify from this land of bright sunshine. Also please 
express to your committee on which I formerly was a member my warm re- 
gards and deep affection. 
That is from our dear friend, Ed Johnson. é 

And without objection, the testimony which he gave in the hearings 
of 1955 will be made part of the record by reference. 

Now, Senator Allott, we will be very happy to hear from you. 


STATEMENT OF HON. GORDON ALLOTT, UNITED STATES SENATOR 
FROM THE STATE OF COLORADO 


Senator Auyorr. Mr. Chairman, I am very happy to appear again 
in behalf of the Fryingpan-Arkansas project, and in accordance with 
the letter from the clerk of the committee, on my part, and on behalf 
of the people I have talked with, it is our intention to restrict the testi- 
mony and our remarks primarily to new matters which have arisen 
since the last hearing in 1955. 

In order to conserve the record, may I refer to my testimony which 
appears on page 10 of the hearings on S. 300 in 1955, and ask that my 
testimony at that time be incorporated into these hearings by refer- 
ence; not set forth in full, but by reference, in order that it may be 
considered that everything I said at that time shall be a part of this 
statement. 

Senator Anprrson. Without objection, that is the way it will be 
handled at this time. 

Senator Autorr. Mr. Chairman, I want to make one or two addi- 
' tional points with respect to this matter. 

First of all, the condition which Senator Johnson just referred to 
has been a prevalent condition in eastern Colorado for the last 6 years. 
For in the last 6 years, eastern Colorado and southeastern Colorado, 
as the focal point of this, has suffered a severe drought, so that even 
the areas as shown upon the map which has been placed here, even the 
green areas along the river, which are irrigated areas, have suffered 
very greatly both in loss of water and from loss of crops. 

Under these circumstances, it is very important—and it is very 
important with respect to any discussion of the acreage limitation 
proposal—that certain facts be emphasized and reemphasized. 

First, that there is in the Arkansas Valley, which would be affected 
by this diversion, some 322,000 acres of irrigable land. 

Second, that the amount that would be diverted to irrigation after 
the satisfaction of municipal claims, would be roughly 50,000 acre- 


eet. 

Third, that that 50,000 acre-feet, very obviously, spread over some 
322,000 acres or less, can only serve as a supplemental water to 
irrigable land. Parenthetically, it should be noted that while this 
50,000 acre-feet represents new water, the facilities of the project 
would make it possible, by regulation and husbandry of the native 
waters of the Arkansas, to make available a total supplemental supply 
of 185,000 acre-feet during the growing season. 
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_ Fourth, that in no instance will any new land be irrigated from the 
supplemental waters produced by this project. 

And fifth.and finally, I wish to say that in my opinion this is a 
true reclamation project. It follows the true intent and purpose of 
reclamation as it has been developed. And I reiterate my position 
that I sincerely hope that the committee as well as the Senate and the 
whole Congress will consider this bill favorably at this time. 

There are certain other matters which I might wish to speak to later, 
depending upon what the testimony is, but that will be my statement 
for this time, sir. ; 

Senator AnpERson. Thank you. I will now read the telegram from 
Senator Millikin, not stressing the fact that it comes also from Arizona. 
Whatever State he is in, I hope it is good for him, because his health is 
important to all of us. 

Dear CLINT: Understand legislation to authorize Fryingpan-Arkansas project 
to be considered by your subcommittee on Wednesday, March 20. As you know 
this project has been one of deep and continuing interest to me and to area of 
Colorado which it will benefit. As one of cosponsors of authorizing legislation 
in previous two Congresses when Senate unanimously voted to approve authoriza- 
tion I would most respectfully urge that your subcommittee favorably recommend 
project and would hope full committee would act favorably and at early date to 
send bill to Senate. Nothing would give me greater satisfaction than to have 
information that proposed project had again received Senate approval. Please 
accept and convey my very best regards to all. 

GENE MILLIKIN. 

Senator Carroll, this is the first time you have had a chance to 
testify on behalf of this project before the committee, and we are very 
happy to have you here to do it. 

Do you have a statement you wish to make? 


STATEMENT OF HON. JOHN A. CARROLL, UNITED STATES SENATOR 
FROM THE STATE OF COLORADO 


Senator Carroti. Mr. Chairman, I have no desire to prolong this 
opportunity for the people of Colorado and their representatives to 
once again present this very important program to this committee. I 
have only this to say. I haved read very carefully the testimony in 
preceding hearings. Iam familiar with the record of what the Senate 
has done on this most important project, twice passed by the Senate. 
The Chairman has indicated that we have had some difficulty in the 
House. But I want the record to be very clear on this. We feel there 
has not been an opportunity, under suitable conditions, to make a 
clear presentation of the issue before that body. We feel that as, and 
when, this important project clears the Senate the economic benefits 
to the people of Colorado will be so evident and so clear in the record, 
and the feasibility of the project will be so obvious, and the good that 
will come from it will be so certain, not only to the people of Colorado 
but to that whole region, and the increase in income from Federal tax 
revenues which will come from this project in the years ahead will be 
so attractive, that it will impress the Members of the other body. 

Mr. Chairman, this reminds me of a similar project almost 20 years 
ago, the Colorado-Big Thompson. That project has now been com- 
pleted. And the Secretary of Interior, not a Democrat but a Re- 
publican, said in Colorado last August: “It will bring a billion dollars’ 
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worth of wealth to the area.” Colorado-Big Thompson has extended 
power and water to the farmers and to municipalities. It has brought 
not only great benefits in water and power but recreational benefits as 
well to the people in that area. It has increased land values, and it 
has increased income-tax revenue. And this will also be true of the 
Fryingpan-Arkansas. 

Looking into the future on this program, it is primarily a water 
project. However, it will also increase power facilities for farmers 
and to the municipalities. It will provide the vital supplemental 
water to which Senator Allott has so ably referred, and in regard 
that I am looking at the testimony of Ed. Johnson. He said: 


I don’t know how they are going to do it, but they are going to do it. 


They are not only going to capture 70,000 acre-feet in the diversion 
feature of the project, but they are going to reregulate the flow of the 
river thus providing 185,000 acre-feet of supplemental water to put 
into this area. And it will help not only the farmers; it will help the 
cities of Pueblo and Colorado Springs, both of which are growing, 
thriving communities. And now in eastern Colorado we are in the 
throes of drought and in desperate need of this water. 

The Seosthilaie of the project is good. Its future is good. It is 
good for Colorado, and it is an investment in the future of the West 
and therefore in the future of the Nation. 

Thank you, Mr. Chairman. 

Senator Anprrson. Thank you, Senator Carroll. 

We are very happy to have Congressman Chenoweth, of Pueblo, 
with us this morning for an additional statement on the Fryingpan- 
Arkansas project. 

Congressman Chenoweth. 


STATEMENT OF HON. J. EDGAR CHENOWETH, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE.OF COLORADO 


Representative Cuenoweru. Mr. Chairman, I want to submit a 
statement, which I would like to have included in the record. And 
then I will not take further time, except to say this: As the sponser 
of this project in the House, this is the third time I have had an 
opportunity to appear before this committee in support of this project. 
A companion bill is now pending in the House, and we are hoping 
to have better success there this year. 

I am sure I would be remiss in my obligation if I did not express 
to you personally, Mr. Chairman, the gratitude and the appreciation 
of the people of not alone the Third District of Colorado but the 
entire State of Colorado, for the assistance which you have given 
us in this project, for your interest and your splendid cooperation, 
and we are all deeply grateful for your kindness in holding this 
hearing today and for all that you have done to help the Fryingpan 
project. It is desperately needed, and the drought has continued, 
and the need is even greater today than it has been in the past. 

So I want to again express my great appreciation to you personally 
for your many courtesies and for your wonderful support of this 
project over the years. 

Thank you very much, Mr. Chairman. 

Senator Anprrson. I have enjoyed supporting it over the years. 
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Your statement will be made part of the record. 
(The statement referred to follows :) 


STATEMENT OF J. Engar CHENOWETH, MEMBER OF CoNnGRESS, THIRD DISTRICT, 
COLORADO 


Mr. Chairman and members of the committee, I greatly appreciate the oppor- 
tunity to appear before you in support of S. 60, a bill authorizing the construction 
of the Fryingpan-Arkansas transmountain water diversion project in Colorado. 
I hope that the committee will give this bill its early approval. 

I want to thank you, Mr. Chairman, for your personal interest in the Fryingpan 
project. I'recall that over the years you have been a loyal and stanch supporter 
of this project. We in Colorado are grateful for all that you have done, and 
I want to-personally thank you for holding this hearing today. I also wish 
to thank the members of the committee who have supported this project over 
the years. 5 

This is the third time that I have appeared before your committee in suppor 
of this project. This project received the approval of this committee in the 
83d Congress and again in the 84th Congress. This commitee has twice reported 
this legislation favorably, and each time the bill has passed the Senate by 
unanimous vote. 

The House Committee on Irrigation and Reclamation has also twice reported 
this legislation favorably, in both the 83d and 84th Congress. Unfortunately, 
the bills did not reach the floor of the House until the closing days of the session, 
and the House refused to consider the same. 

A companion bill, H. R. 594, is now pending before the House committee and 
we hope to be successful this year. 

This project provides for the transmountain diversion of surplus water from 
the Colorado River Basin in western Coloradv to the Arkansas Valley in eastern 
Colorado. The transmitta] letters and full details of the project are contained 
in Senate Document No. 106 of the 82d Congress, 2d session, and House Document 
No. 187 of the 83d Congress, 1st session. 

This is a multiple-purpose project and provides for supplemental irrigation 
water, domestic water, electric power, and flood control. It will make available 
to the Arkansas Valley in Colorado approximately 183,000 acre-feet of additional 
water per year. This amount includes 70,000 acre-feet of new water which will 
be diverted from the western slope to eastern Colorado. Three reservoirs and 
seven powerplants will be constructed. The reservoirs will capture intermittent 
flood flows of the Arkansas River and make possible the regulation of this water. 

I want to again impress upon the committee the importance of this project to 
Colorado, and particularly to the Arkansas Valley. This area has been suffering 
from a prolonged drought, which is now extending into the sixth year. There 
has been a desperate shortage of water for irrigation, and in some cases the supply 
of domestic water has been very inadequate. The purpose of this project is to 
relieve this situation and to make supplemental water available to this area. 

The proposal to bring surplus water from the western slope to the eastern slope 
of Colorado has been under consideration for more than 20 years. The Bureau 
of Reclamation has made comprehensive surveys of this entire area and this 
project has had exhaustive study and planning. It is the culmination of the 
dreams and efforts of many persons, both in and out of the Federal Government, 
who long ago recognized the necessity for obtaining additional water for the 
Arkansas Valley. 

The Arkansas Valley is one of the most productive irrigated sections of Colo- 
rado. However, supplemental water is needed to insure a crop. The additional 
water to be made available by this project will in many cases be the difference 
between a crop and no crop at ali. 

Mr. Chairman, this project has had the approval of two administrations. The 
project report was first approved by. Mr. Oscar L. Chapman, then Secretary of the 
Interior, on May 4, 1951. It was again approved by Mr. Douglas McKay, Secre- 
tary of the Interior, on April 28, 1953. 

This project has the support of the President of the United States. In his 
budget message to Congress on January 16, 1957, President Eisenhower said: 

“I urge once again the prompt enactment of legislation which will enable the 
Fryingpan-Arkansas multiple-purpose project to get underway in the fiscal 
year 1958.” : 

The sum of $2 million is included in the 1958 budget for the Fryingpan project. 
The Secretary of the Interior has indicated that the Bureau of Reclamation is 
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prepared to start construction immediately upon the authorization of the project, 
and the appropriation of the amount recommended in the budget. 

. This project received the unanimous approval of the Colorado River Conserva- 
tion Board, which agency is authorized to speak officially for the State of Colo- 
rado On all water matters. Under the supervision and direction of this board 
an operating agreement was worked out between the water users of the western 
and eastern slopes of Colorado. The details of this agreement are contained in 
House Document No. 187, 83d Congress, to which I have referred. 

This project has also been approved by the Colorado River Water Conservation 
District Board and the Southwestern Colorado Water Conservation District 
Board. These are the only boards in western Colorado which are officially 
charged with the responsibility of protecting the water rights of their respective 
areas on proposed transmountain diversions. 

There is also a shortage of water in southern Colorado for domestic purposes. 
The city of Pueblo, second largest city in the State and the industrial center 
of Colorado, is in dire need of additional water. Pueblo is the home of the 
Colorado Fuel & Iron Corp., operating. the,Minnequa steel plant, one of the most 
important steel plants in the country. The second largest Army ordnance 
depot in the United States is located in Pneblo. The city of Colorado Springs 
has been spending large sums to obtain additional water and will receive water 
under this project. Other cities and towns in the Arkansas Valley are also 
in desperate need of additional domestic water, and are anxious to purchase 
water which will be made available by this project. 

This project will make additional electrical energy available to southern 
Colorado. There is a shortage of power in this area. I have in my district 
four rural electric cooperatives, which are seeking additional and cheaper power. 
This project has the enthusiastic support of the Colorado State Association of 
REA Cooperatives, and also the support of the National Rural Electric Co- 
operative Association. This project has the support of the private utilities serv- 
ing this area. 

I want to make it clear that the water to be diverted under this project be- 
longs to the State of Colorado and that no other State is affected. Colorado is 
not now using the full amount of water allocated to her under the Colorado 
River compact, and the upper Colorado River compact. Colorado furnishes 
more than 70 percent of the-water-in the Colorado River. All we do in this 
project is to make beneficial use of some 70,000 acre-feet. of water in the 
Colorado River Basin which have been allocated to Colorado. Not a drop of 
water will be taken that belongs to any utier State. 

There have been no material changes in this project sinee it was considered 
by the committee last year. There is a small increase in the cost of construc- 
tion, the reasons for which will be explained by the Bureau of Reclamation. 
I feel that the Bureau has done a splendid job on this project, and has found 
it to be economically sound and feasible. The figures have been checked by out- 
side engineers and have been verified as correct. This is a good project and 
deserves another favorable report by this committee. 

Mr. Chairman, the presence here today of this large group from Colorado 
is the best proof of the intense interest in this project. The prolonged drought 
in Colorado has emphasized the necessity for immediate action, and we hope 
there will be no further delay in getting this project started. 

Mr. Chairman, I respectfully urge this committee to report favorably S. 60, 
and to again approve the authorization of the Fryingpan-Arkansas project. 
I am hoping that Congress will authorize this project at this session. I have 
tried to impress upon the committee the importance of this project to the 
people of Colorado, and the desperate need for the water this project will pro- 
vide. 

Thank you again Mr. Chairman, for the opportunity to appear before your 
committee in support of this project. 


Senator Anprerson. Now we will come to the reports from the 
departments, and we will start with the Department of the Interior, 
the Assistant Secretary, Fred G. Aandahl. 

We appreciate it, Mr. Secretary, that you are here with us this 
morning. We welcome you back, and we are glad to have you testify 
on this very important project. 
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‘STATEMENT OF HON. FRED G. AANDAHL, ASSISTANT SECRETARY, 
DEPARTMENT OF THE INTERIOR 


Mr. Aanpauyi. Mr. Chairman, I appreciate the opportunity of ap- 
pearing before the committee to express the views of the Department 
-of the Interior on the Fryingpan-Arkansas authorizing legislation. 

I have a very brief statement, and the statement is largely for the 
purpose of reaffirming the interest and the support that the Depart- 
ment has given to the project during the several years that it has 
been elated by the Congress. | 

This is my third appearance before this subcommittee in support 
-of the Fryingpan-Arkansas project. The Department of the Interior 
and the executive branch have been consistently recommending this - 
project for authorization since 1953. The project has received bi- 

artisan support, having been recommended by the previous admin- 
istration as well as by the present one. 

It is a multiple-purpose project, serving the purposes of irrigation, 
flood control, municipal water supply, fish and wildlife, and recre- 
ation. Extreme care has gone into its formulation, which required 
complete cooperation between the State and the Federal agencies 
to develop a feasible plan for the utilization of the water that could 
be made available without adversely affecting existing rights. 

The Bureau of the Budget, the Council of Economic Advisers, as 
well as the Department of the Interior have joined the President in 
recommending the Fryingpan-Arkansas project for authorization and 
immediate development as being one of the more worthy projects 
now under active consideration. Similarly, present and past Gov- 
ernors of the State of Colorado and other influential State officials have 
endorsed the plan. 

The Bureau of Reclamation has taken a fresh look at this project 
in light of present economic conditions and concludes that the project 
is still feasible and as much needed as it was when initially presented 
to the Congress for its consideration. Commissioner Dexheimer and 
members of his staff are here to discuss the details of this project 
with you. : 

Senator Anprerson. Thank you, Mr. Secretary. 

Are there questions by either of the Colorado Senators? And I 
want you, Congressman Chenoweth, to feel perfectly free to ask 
‘questions at any time that you are here in this hearing. 

Representative CHeNnowera. Thank you. 

Senator Atiorr. I have no questions, Mr. Chairman. 

Senator Carrot. I will just make this statement, Secretary Aan- 
dahl. Iam a member of the Public Works Committee and I know that 
i that committee there is a growing tendency to talk about recrea- 
tional facilities in the use of dams in connection with flood control. 
So in addition to water and power we also have a great recreational 
facility in this program, and I for one am very happy to see that the 
Bureau of the Budget and the President and the Council of Economic 
Advisers have recognized the importance of this project and restated 
its economic feasibility. 

I might say, Mr. Chairman, also, that I want to express my own 
personal appreciation—I know I speak for all of our Colorado 
people—for the interest that Secretary Aandahl has shown in this 
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roject from the first. We are very appreciative of his efforts and 
interest. 

Mr. Aanpant. I might say, Mr. Chairman, that the Department of 
the Interior is keenly interested in recreation and in fish and wildlife. 
We have two bureaus in the Department that concern themselves with 
those projects, as well as the Bureau of Reclamation, which is the 
principal sponsor of the Fryingpan-Arkansas project. 

Senator Anperson. I think, Mr. Dexheimer, before we ask you to 
testify, I am going to ask Mr. Ed Crafts, Assistant Chief of the Forest 
Servive, to come up and make a comment. or two—if you will, Mr. 
Crafts. 

I addressed a letter or two over to Mr. McArdle, and I know you are 
familiar with that. 

The Forest Service has a proposed amendment, and I thought we 
might deal with that, so that. we could release you. . 

Will you state your name and position with the Forest Service for 
the record, please ? 


STATEMENT OF EDWARD C. CRAFTS, ASSISTANT CHIEF, FOREST 
SERVICE 


Mr. Crarrs. My name is Edward Crafts. I am Assistant Chief of 
the Forest Service. And I am testifying this morning on behalf of the 
Department of Agriculture. 

I have no prepared statement, Senator Anderson. The request to 
appear before the committee was not received until late yesterday 
afternoon. 

Senator Anperson. Well, I can explain that. I thought it would be 
important, since I knew that the Department of Agriculture had in 
mind some change in the language, to have you at this hearing. Maybe 
we had better read the proposed amendment first. 


Following is legislative language which would clarify the points which we 
understand you had in mind. The proviso would be added to section 6. Starting 
on page 7, line 2, change the period to a semicolon and continue as follows: 

“Provided, That all lands within the exterior boundaries of a national forest 
acquired for recreational or other project purposes which are not determined by 
the Secretary of the Interior to be needed for actual use in connection with the 
reclamation works shall become national-forest lands: Provided further, That 
the Secretary of the Interior shall make his determination hereunder within five 
years after approval of this act or, in the case of individual tracts of land, within 
five years after their acquisition by the United States: And provided further, 
That the authority contained in this section shall not be exercised by the Secre- 
tary of the Interior with respect to national-forest lands without the coneurrence 
of the Secretary of Agriculture.” : 


Mr. Crarrs. That is correct. And that same language was sent 
to you as part of the formal departmental report, which had the 


clearance of the Bureau of the Budget. 


Now our particular interest runs only to section 6. It runs only 
to the lands inside national forest: boundaries. The Department of 
Agriculture believes that with respect to national forest lands with- 
drawn for recreation or reclamation-project purposes, it should admin- 
ister the recreation on such Jands. And we do object to legislation 
which would give duplicate authority to the Secretary of the Interior 


- to administer recreation on national forest land. Our position may, 


I think, be very simply stated. The Department of Agriculture has 
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the responsibility for.administering national forest lands for all pur- 
poses, including recreation, and it is so doing under a multiple-use 
policy. Section 6, unless amended with the proposed language, would 
give duplicating authority to the Department of Interior with respect 
to the single use of recreation. We believe this would be desirable. 

We also believe that with respect to lands inside national forest 
boundaries, acquired by-the Department of the Interior for reclama- 
tion purposes or for recreation purposes in connection with a reclama- 
tion project, and not needed for the actual reclamation works, such 
lands should be given national forest status and administered as 
ordinary national forest lands. We also believe the Secretary of the 
Interior should not be given authority to withdraw national forest 
lands for recreation and to dispose of such lands to States or local 
governments, all without the concurrence of the Secretary of 
Agriculture. 

The language which we are proposing was developed yesterday in 
consultation with the Bureau of the Budget and the Department of 
Interior. We have no objection to any other part of the bill. We 
would only like to have this language added, which will clarify the 
authorities of the Department of Interior and the Department of Agri- 
culture with respect to national forest lands, 

Senator Anpgerson. Now, Mr. Crafts, you say this language was 
developed in conjunction with—I do not recall your exact term— 
the Bureau of the Budget and the Department of Interior. 

Do I understand that the Bureau of the Budget has approved this 
language ? ; 

Mr. Crarrs. You are correct. 

Senator ANprerson. And what about the Department of the Interior. 

Mr. Aanpaunu. The staff people from the Department of the Interior 
joined in the conference, and we have had an opportunity to briefly 
review it, in the Department since it was drafted, and it is satisfactory 
to the Department of the Interior. 

Senator AnpERson. You see why I wanted to send the letter out 
yesterday. I wanted to be able to ask that question yesterday, so that 
we can harmonize any possibility of difficulty between the two groups. 
T have a very strong feeling for the Forest Service, not. that I do not 
for other agencies, but most of the scars I took in the Department of 
Agriculture were incurred in defending the Forest Service. I would 
do it again. 

I thought we would get clarifying language so that if and when 
we report the bill to the Senate, and I hope it will be promptly, we 
would not have the possibility of one agency of the Federal Gov- 
ernment opposing the language that is in that bil]. We would have 
direct testimony from the Department of the Interior that the lan- 
guage is all right. 

Mr. Crarrs. That completes all I have to say. 

Senator Anperson. Are there any questions? 

Senator Attorr. I have not had an opportunity, Mr. Chairman, 
except to look at this briefly during this hearing, and I would like 
to have both Departments take another look at this proposed amend- 
ment, and if we within the next few days they find that it does not 
exactly express what they have in mind, would they inform this com- 
mitteé, or the chairman, so that we can have the best possible language ? 
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’ There are 2 or 8 questions which arise in my mind cone erning this, 
which seem to involve an ambiguity. I would like to have you, if you 
would, take another look at it to be sure that it expresses your purpose. 

Mr. Crarts. We will be a to do that. 

Senator Carrott. Mr. Chairman, does this proposed amendment 


oe Ke perations? 

e have a memorandum of agreement with the Bureau 
which dates back to, I believe, 1949, and this amendment essentially. 
expresses the same thing. 

enator Carroti. You have a similar plan of operating, for ex- 
ample, on the Colorado Big Thompson ¢ 
r. Crarrs. The memorandum of agreement that we have with the 
Piven of Reclamation is with respect to all reclamation projects; 
not with respect to just the Fryingpan-Arkansas. 

Senator Carroty. In other words, there is nothing new in this. 

This is merely a continuation of an existing policy ? 
_ Mr. Crarts. I might say that the langauge that was enacted last 
year in the upper Colorado is similar to the language that is in S. 60 
now. And because it would give this authority ‘to the Secretary 
of the Interior, which is somewhat different than the memorandum 
of agreement under which we have been operating, it seemed to us to’ 
be desirable to attempt to clarify the langauge in this bill. 

Senator Anperson. T think the suggestion made by Senator Allott 
is a very good one. If either of the parties involved in this feel 
that a change in language is necessary, I wish you would go back to 
the Bureau of the Budget and the three groups would sit down to- 
gether again and try to bring out any changes that may be necessary 
so that we can have the bill as it is reported to the Senate—T am 
assuming it is going to be reported to the Senate: it might not be, 
but let us express the hope that it will be, and therefore say that 
if it is reported to the Senate the language will be as we want it to 
pass on the floor of the Senate, so that it mav be passed with a mini- 
mum of debate, as we have had in the past. And, therefore, the Chair 
will take the liberty of asking you to communicate with the staff as 
to whether you find any changes that are necessary in the language. 

Are there further questions? 

Senator Aruorr. No further questions. 

Senator Anperson. Thank you very much. 

And you, Mr. Secretary, if you want to leave, you may do so, 
but vou are not mit-3” invited to leave. 

Mr. AAnnant. T think T will ask to be excused. 

Senator Anprrson. Now, Mr. Dexheimer and Mr. Ogilvie and Mr. 
Barrett, we will hear from you. 


STATEMENTS OF W. A. DEXHEIMER, BUREAU OF RECLAMATION, 
WASHINGTON, D. C.; GEORGE TOMLINSON, BUREAU OF RECLAMA- 
TION, WASHINGTON, D. C.; JAMES OGILVIE, BUREAU OF RECLA- 
MATION, DENVER, COLO.; AND JOSEPH M. BARRETT, BUREAU OF 
RECLAMATION, PUEBLO, COLO. — 


Mr. Dexuermer. Thank you, Mr. Chairman. IT have a very brief 
prepared statement which I would like to read into the record at this 
point. I have copies here available for you. 
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. As Assistant Secretary Aandahl reported, legislation similar to 
that now before you to authorize the Fryingpan-Arkansas Project 
was considered in the 84th Congress, reported favorably by the In- 
terior and Insular Affairs Committees to both Houses of the Congress, 
and. passed by the Senate. It was my privilege to accompany the 
President on two separate occasions over this project—the more recent 
time being last January when he made a tour of the critical drought 
areas, after which he reiterated his support of this project and recom- 
mended the construction in unmistakable terms in his annual budget 
message. 

In our previous appearances considerable emphasis was placed by 
those who oppose its construction on minor aspects and secondary 
effects of the project, which tended to obscure its basic justification 
and desirability. We think those issues were convincingly disposed 
of by this committee during the last Congress, and hope at this time 
that attention will be focused on the important local, regional, and 
national benefits which would accrue through operation of this project. 
The need for the water which will be imported, conserved, and regu- 
‘lated has been highlighted by the drought which has plagued the 
Arkansas Valley, and the desperate measures being considered by the 
cities to assure themselves adequate water supplies. 

The irrigated area in the Arkansas River Valley in Colorado, 
famous for its specialty crops, is chronically short of the water needed 
to maintain its present state of agricultural development and to meet 
the growth of its cities and industries. The situation is so severe that 
the cities have been negotiating with the owners of established water 
rights for irrigation to buy their water if the Fryingpan-Arkansas 
project: does not materialize. 

The project involves the diversion of water from headwater streams 
of the Colorado River, through the continental divide to the Arkansas 
River. It will divert. only surplus waters on the western slope, under 
carefully negotiated criteria which assure that the present and future 
developments in that area will not be foreclosed. Together with 
native Arkansas River waters, the imported supply will generate 
505,000,000 kwh. of electrical energy annually, and, regulated in pro}- 
ect reservoirs, will reduce existing severe shortages to within tolerable 
limits of the presently inadequately irrigated lands in the Arkansas 
Valley. Project reservoirs will also be designed to serve multiple 
‘purposes of flood control, municipal and imdustrial water supply, 
fish and wildlife conservation and enhancement, and recreational use. 
Through a conservancy district organization, city residents, businesses 
and industries which receive secondary benefits would aid the water 
users and power customers in repaying the reimbursable costs of the 
project. 

Some additional detailed studies have been conducted in the past 
year which have led to refinement of the plans and estimates as pre- 
viously reported, without any significant change in the major features, 
purposes, or feasibility of the project. 

Senator Anperson. That is an important statement right there 
The new studies will not change the feasibility of the project. 

Mr. Dexuermer. That is correct. 

Senator ANDERSON. Some $2 million of extra cost? 

Mr. Dexuermer. Yes. The costs have changed slightly. The project 
has been more refined in our planing stages, and newer cost estimates 
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have been made on the various features, and the operating problems 
have been studied, so that we believe that this is an entirely feasible 
development and entirely needed, of course. And in all of these pur- 
poses I think, if anything, the benefits are underestimated. 

Senator ANpeRsoN. What does it come to now? 

Mr. Dexnermer. 1.47. It still would pay out in the time set for it, 
60 years including the development period. 

Senator Anperson. Did not the Bureau of the Budget recommend 
that it be trimmed down to 50 years? 

Mr. Dexuermer. No, sir. That is only for the power and muniei- 
pal water, I believe. 

Senator Anperson. Will it pay out in 50 years? 

Mr. Dexnemer. Yes, sir. And it then would help pay out the other 
costs, and they would all be paid out within the time limit set. 

And while I am on that subject, I would like to add a little as to the 
recreation and fishing values. Those are not purely local in nature. 
The Colorado has always been a tourist mecca for the summertune. 
The Colorado-Big Thompson projéct, for example, and the Estes Park, 
has been a major national recreation area for a good many years. 
People come from all over the world to go there, ‘and now we have 
improved it, with fishing and other things that have developed as a 
result of that project, and I am sure the same thing is true in this 
area and would be even more so after we regulate the western slope 
strearas, the Roaring Fork, and the Fryingpan, which are nationally 
known fishing areas “and resort areas, and we expect that fishing, and 
control of the river areas, to provide better fishing will be greatly im- 
proved as a result of the Aspen Reservoir, and we will not interfere 
with any of the water rights on the western slope. 

Senator Anperson. You said that this payout period was going to 
run within the limit that was set forth; the reasonable limits for 
the development period. I noticed by your chart that you are using 


_the rate of 214 percent interest. Does the bill provide for 214 percent 


interest ? ; 

Mr. Dexuetmer. It provides, I believe, an average rate based on 
the long-term interest rate determined by the Secretar v of the 
Treasury. 

Senator AnpErson. At the time the project is instituted ? 

Mr. Dexurimer. Yes, sir. 

eSnator Anperson. And that is about 27% percent and going up 
regularly. 

Mr. Dexuerer. It is about, I think, 234 at the present time, under 
the formula that we get from the Secretary of the Treasury. 

Mr. Tomirnson. I think the principal thing that you have m mind, 
Mr. Chairman, is that the language in the bill has sometimes quite a 
bit of difference in the rates. For instance, if it is the market quota- 
tions, it is based on the rates of the market as of a given date. Tf 
it is an average, it is the average of a number of loans. And we have 
found, depending upon the language, the rate may vary one-fourth 
percent more or less, depending upon the formula. 

Mr. Dexnermer. If I might read from the bill, Senator Anderson : 


The interest rate on the unamortized balance of the commercial power and 
the municipal, domestic, and industrial water-supply allocations shall be equal 
to the average rate (which rate shall be certified by the Secretary of the Treas- 
ury) paid by the United States on its long-term loans outstanding on the 
date of this Act. 
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Now those long- term loans, of course, are not only today’s rate 
but I think average about 234 or a little less at the present time. It 
does not only include this day’s interest rate. 

Senator Anperson. I asked where you got the 234. I had under- 
stood it had gone to 2%. 

Mr. Dexuermer. We have not had any such determination from 
the Treasury. 

Mr. Tomiinson. I think what you have in mind is what was cer- 
tified in the case of the Colorado River storage project. That was 
based on a different formula. 

Senator ANpERSON. You mean you gave.us a higher rate on that ? 

Mr. Tomurnson. We ask the. Treasury to certify the rate under 
the language in the legislation which applied to the project in ques- 
tion, and that language varies a little bit between projects. 

In some years, it might be very advantageous to have one formula 
over the other. In other years, the reverse might be true. 

Senator Anperson. Under this language, we are to take all the out- 
standing long-term obligations of the United States Government and 
apply the rate which is applic ‘able, the average rate which is applicable, 
‘on the date the act would become effective, and the President might 
sign it ? 

Mr. Tomuinson. That is right. 

Senator Anperson. And vou figure that would be less than 234 
percent ? : 

Mr. Tomuitnson. Our rough estimate is that it is a little over 21% 
percent. We have not figured it exactly. We do have instructions 
from the Bureau of the Budget that in terms of a formula very similar 
to that in S. 60, we should use for the rest of the year—and this was 
written several months ago, I might add—21% percent. They, I think, 
make only periodic chee ks on the interest rate. 

Senator ANDERSON. They cannot under this law, though, can they ? 

Mr. Tomitnson. Oh, no. The law will speak for itself, and the 
Secretary of the Treasury will determine what rate the law provides. 
He will say the interest rate will be X percent, and he will supply the 
X. But for study purposes, we do use the average rate paid by the 
Government on long-term securities, which was determined several 
months ago to be approximately 2%4 percent. And our instructions 
were, from the Bureau of the Budget, for study purposes, such as this 
report, to use that until the end of this fiseal year. 

Senator Anprrson. Now when we had this project from Texas up 
the other day, we estimated that that rate under that language would 
be 2.6. And what is the rate under the upper Colorado storage 
project ? 

Mr. Tomirnson. For projects initiated this year it was 27% percent. 

Senator ANDERSON. That is where I got the figure. I thought I 
had it. 

Mr. Tomutnson. But that is a different formula, sir. 

Senator Anperson. That is what I asked a minute ago. Therefore, 
the formula in this bill is more advantageous than the formula in the 
npper Colorado bill. And would you explain why? 

Mr. Tomutnson. Under today’s market, sir, Buta year from now or 
2 years from now, with market conditions changed, you might have a 
different rate. It might be higher or less. In other words, the Colo- 
rado River project language makes the interest rate more sensitive 
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to market fluctuations. This language, being an average, we think— 
at least some of us think 

Senator Anperson: Where does this language come from ¢ 

Mr. Tomrrnson. This is the type of language which has been in 
quite a few bills. ; 

Senator Anperson. I do not care what is in bills, I want to know 
what is in laws. Therefore, will you tell me where this language: 
— in existing legislation ? 

r. Tomutnson. I have available, sir, a number of projects. It is 
indiivdual legislation, and Congress rewords this language from time 
_ —e in different bills. This is language quite similar to the budget’s 

Senator Anperson. You do not add any luster to it when you refer 
to A-47 in this committee. 

Mr. Tomurnson. The idea, sir, is to have some average rate which 
you think will be applicable during the payout period. And that is. 
why some people think that an average is better than an estimate 
which depends upon what the stock market did in one month. 

Senator Anperson. Would you mind giving us a recalculation on 
the basis of the language in the Upper Colorado Act? I would be 
hopeful that we are not shopping among ourselves to see when one 
project can get a better interest rate than some other project, and there- 
fore determine its feasibility, by using a set of facts that are unre- 
lated to another set of facts. 

Now if the upper Colorado storage project is going to carry one 
set of rules, it would seem to me that a diversion of water out of the 
upper Colorado watershed should have something similar in the way 
of an interest rate. Why should we build Glen Canyon Dam with 
27% money and then talk about doing this work, which is to some de- 
gree municipal water, on a 21%4 percent ratio¢ Would you go ahead 
and give us some Squste using the same formula in the upper Colorado 
River storage bill ! 

Mr. Tomutnson. Do you want to work it on 2% percent ? 

Senator Anperson. If that is what itis. I forget what the project 
was, but the other day we asked you to figure it on the San Angelo 
project. And we asked for a figure on 214, 3, and 2%, I believe. 

Give us a figure based on the same. Because I would hope we 
would try to bring this language in conformity. 

(The following was later received for the record :) 

DEPARTMENT OF THE INTERIOR, 


BUREAU OF RECLAMATION, 
Washington, D. C., March 28, 1957. 





Hon. CLINTON P. ANDERSON, 
Chairman, Irrigation and Reclamation Subcommittee, 
Senate Interior and Inanlar Affairs Committee, 
United States Senate, Washington, D. CO. 
(Attention: Mr. Goodrich W. Lineweaver.) 

Dear SENATOR ANDERSON: In.response .to.your request during subcommittee 
hearings on S. 60 (Fryingpan-Arkansas project) on March 21, we have prepared 
the enclosed statement for the record concerning the effect upon the Fryingpan- 
Arkansas project of using a 2%-percent-interest rate for repayment of power 
and municipal water investments. 

Sincerely yours, 


W. A. DexuEIMER, Commissioner. 
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PAYOUT ANALYSIS,. FRYINGPAN-ARKANSAS PROJECT, USING 2%-PERCENT-INTEREST © 
RATE ON POWER AND MUNICIPAL WATER INVESTMENTS 


The data on project payout which were presented by the Bureau of Reclama- 
tion witnesses in their direct testimonies were based on use of the 244-percent- 
interest rate for power and municipal water investments, as directed by the 
Bureau of the Budget for such planning purposes... It was requested that a similar 
analysis be made using 2%-percent-interest rate which represents the current 
rate under language incorporated in several recent reclamation-project authoriza- 
tions, but different from that in S. 60. 

We have assumed in making this analysis that the project-cost allocation 
‘would remain the same as that presented in direct testimony. The 2%-percent- 
interest rate was also used in calculating the sinking fund for replacement on 
power features. As in the earlier analysis, revenues arising from partial services 
during the project-construction period were applied toward the repayment of 
annual operation, maintenance, and repayment costs, and any surpluses during 
that period were applied to the retirement of the investment. Annual payments 
of interest on municipal water pipelines were increased to the amount necessary 
to amortize that investment wihin 50 years. Also, it was necessary to increase 
the portion of the conservancy district tax applied to the amortization of the 
municipal water-supply investment. : 

It was found that the power investment and the municipal water investment 
ean be paid out within 50 years after construction is completed using the 2%- 
percent-interest rate. It was necessary, however, to increase the rate for firm 
electric energy from 6.50 mills per kilowatt-hour to 6.55 mills per kilowatt-hour. 

Beginning in the 50th year after construction is completed net power revenues 
and the entire conservancy district tax revenue may be applied to assist in the 
repayment of irrigation costs. If these revenues are applied through the 57th 
year a small balance of irrigation investment will remain for repayment in the 
58th year and most of the power revenues will accrue as surplus in that year. 
Under this analysis, 4 more years of irrigation repayment will be required than 
the 214-percent-interest analysis, but the power and municipal water investments 
will be retired within the 50-year period recommended by the Bureau of the 
Budget, and the irrigation investment.in less than the 60-year period contem- 
plated in the pending legislation. ; 


Senator ANDERSON (reading) : 
The interest rate— 
says the Colorado River storage bill— 


shall be determined by the Secretary of the Treasury as of the time the first 
advance is made for initiating construction of said unit or project. 


Now that is a little different. One says the date of the bill. But 
that is the single bill and the single venture; so that naturally the 
participating projects under the upper Colorado—some of them might 
not be starting for a great many years and would take a different rate. 
_ I have not had a chance, Mr. Dexheimer, to come over and ask you 

for some additional information on this, because the change in interest 
rates may change the feasibility of some of the participating projects 
in the upper Colorado storage project, which now have a feasibility 
ratio of 1.1 to 1 and that is a pretty narrow line. The interest rate at 
the time they might get started might materially alter the situation. 
It might also change the time when they could be launched. 

Mr. Dexuermer. I would think, however, Mr. Chairman, that if you 
applied the same to up date benefits, you would come out about the 
same place. 

Senator Anverson. That could be. 

Mr. Dexnermer. Because those prices go pretty much along with 
interest rates, I believe. 

Senator Anperson. Well, there is less benefit to a at that has 
a high operation and maintenance cost than to one that has a low one. 

Mr. Dexuermer. Yes, sir. 
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‘Senator Anprrson. So it would work just the other way, would it 
not? If you increased the operating costs of it by a higher interest 
rate, you would not make it more attractive, from that standpoint. 

Mr. Dexuermer. Well, but the benefits that are figured from the 
project in the benefit-cost ratio would also, I would think, increase 
when interest rates and other prices are going up. 

Senator AnpErson. Well now, you have referred to interest rates 
and other prices. Farm prices are not notably going up, but interest 
rates are. 

. Mr. Dexuermerr. Well, over the long term. At the present time 
I recognize you are correct. But over the long term, if interest rates 
go up, it is usually that prices for other things go up proportionately. 
And it may very well be that the long-term farm income and the bene- 
fits from the project and the municipal water and other things would 
also go up. 

Senator Anperson. That is a long subject, that I would be glad to 
get into with you, but I do not believe it has been quite the experience 
that as interest rates have gone up, other prices have gone up. We 
had a little flurry of interest rates going up after World War I. If 
Tam not mistaken a great many farmers went broke. ; 

Mr. Dexuermer. That may be true. However, particularly in mu- 
nicipal water supply and pewer costs, the benefits or the revenues could 
very well follow those interest rates. 

Senator Anperson. The language in the Upper Colorado River 
Storage Act says: 

Such interest rate shall be determined by calculating the average yield. to 
maturity on the basis of daily closing market bid quotations during the month 
of June next preceding the fiscal year in which said advance is made, on all 
interest-bearing marketable public debt obligations of the United States having 
a maturity date of fifteen or more years from the first day of said month, and 
by adjusting such average annual yield to the nearest one-eighth of 1 per centum. 

And it is your understanding that that works out now to about 2% 
percent ? 

Mr. Dexuetmer. For this year; yes. 

Senator Anperson. Well, the interest rates are likely to be higher 
next year than this, are they not? I mean, after all, if you start look- 
ing at interest rates, if the bonds that are now being issued buy higher 
rates than the older long standing obligations, and more of those keep 
getting into the portfolio, the interest rate moves upward. 

Mr. Dexuermer. Yes, sir. 

Senator Anperson. It cannot help itself. And I just want to try 
to make sure that we try to keep these things on a comparable basis, 
if we could. 

Very well. I did not intend to go farther with it, but I do think 
it is an important question. We would like to have some calculation 
of what this interest rate might do to the project. I do not think it 
affects its feasibility at all if you havea 1.47 ratio. But I do not want 
- to just single out a Texas project and say we would like to know about 
a Texas project but we do not want to know about a Colorado project. 
I have Texas on one side of me and Colorado on the other. 

Senator Atiorr. That is what vou call being in the middle. 

Senator AnpErson. Generally we are, I would say. 

Senator Arxrorr. Mr. Chairman, I would like to remark also that 
as I interpret section 6 (f) of the Upper Colorado River Project Act. 
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it would also tend, on some of the later projects also, to give them 
perhaps a lower interest rate. We can anticipate that next year the 
interest rate might be up over this year. 

There are two different methods of calculation here. There is no 
question about it. And I think the chairman is very right in calling 
the attention of the committee to it. But, as I interpret section 6 (f), 
it would also mean that subsequent projects, participating projects of 
he upper Colorado, could go at a lower rate of interest. 

Senator ANpERSON. There is no question about that, after a long 
period of years, The whole problem is: How rapidly will the basin 
fund be built up? 

Senator Atiorr. That is correct. 

Senator Anperson. And if the basin fund has to bear a large rate 
of interest, it could conceivably be many, many, many long years 
before the first dollar will be available for the first participating 

roject. And I think that is of some interest to the people who are 
Lookin to participating projects, as well as to the construction of the 
Glen Canyon Dam. That is not the only thing we hope to get out 
of that project. We want some participating projects. And I am 

oing to start looking at this interest rate situation with some regu- 
eed because I think it does have a very important aspects as to some 
of these projects. 

I am not trying to pick out this particular project, but since we 
started with one the other day, and we probably will be looking into 
that regularly throughout the year, I did not want to avoid it in this 
instance. 

Did you have a further statement ? 

Mr. Dexnermer. I would like to just say in regard to this proposed 
amendment that: the Department of Agriculture proposed: We have 
had this agreement since 1948 or 1949 ‘with the Forest Service. We 
have had the Forest Service operating and managing the recreation 
areas within forest lands wherever we have a reservoir in forest lands. 
So far as I know, we have had very excellent relations, and they have 
done « fine job, and we think that the agreement we now have is ade- 
quate. It has been working since 1948 very effectively. But we have 

no objection if you see fit to put the language that they have in here. 

That is all I have, Mr. Chairman. 

Mr. George Tomlinson, from our project development staff here in 
Washington, and Mr. Ogilvie, from the regional office in Denver, and 
Mr. Barrett, from the Pueblo offic ‘e, who did most of the work on plan- 
ning this project, are here to answer any questions. 

Senator Anperson. Well, do any of you gentlemen have any addi- 
tional formal statements to make? 

Mr. Octrvir. Yes; I do have, Mr. Chairman. 

Senator Anperson. Let us have it at this time. Is-it your desire 
that we interrogate as we go along? 

_ Senator Atrorr. As far as I am concerned, as we go along, Mr. 
Chairman. 

Senator Axperson. Do you have questions of Mr. Dexheimer ? 

Senator Atiorr. None. 

Senator Carroti. Mr. Chairman, an idea occurred to me as you were 
talking about the interest rate and its effect on participating projects. 
IT want to submit this question so that I may understand the interest 
formula in participating projects under Public Law 485. 
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Mr. Dexheimer, in the payout period, for the contracts, under this 
very project we are talking about here, when you make a contract— 
talking now about power—do you make a firm contract over a lon 
period of time? What period of time, for example, would the norma 
contracts run ? 

Mr. Dexuermer. Generally they would be long-term contracts, for 
10 years or more; 20 years or more in some cases. 

enator Carrotu. Mr. Chairman, in regard to the paragraph you 
just read— 

Such interest rate shall be determined by calculating the average yield te 
maturity on the basis of daily closing-market-bid quotations * * *: 
would that be after the act was passed? Supposing you followed the 
formula as set forth in this project, would that be effective as of the 
date the Congress passed the bill? 

Mr. Dexuermer. As worded in the Fryingpan, it would be effective 
on the date the act is signed; yes, sir. That interest rate, you under- 
stand, requires a calculation, and we have to set rates for water and 
power to pay back with interest those interest-bearing obligations. 

Senator Carrot. I think it ought to be shown, assuming appropria- 
tion is made, that after the authorization you go out in the field and 
negotiate power contracts, and those contracts are for a 40-year period ; 
you have to have a set formula at that time, based upon a 40-year 
contract. 

Senator AnpErson. Contracts have nothing whatever to do with the 
interest rate to be charged against the project. 

Senator Carrotu. I understand. I was thinking about the repay- 
ment period. That is the reason I asked the question about the in- 
terest rate. Is the interest rate set as of the time the act is passed? 

Mr. Dexnetmer. It would be under this legislation. 

Senator Carrotu. Under this legislation. Is this the policy you 
have set forth and the formula you on set forth in this bill ? 

Mr. DexHermer. Yes, It is always set. And it is taken into con- 
sideration in figuring the revenues that we must have for the payout 
of the project. And those contracts, then, must be consistent with 
those requirements. 

Senator Carrotu. And this questioning between the chairman and 
yourself relates to the interest rate which is.to be set at the time? 

Mr. Dexnermmenr. It is taken into consideration the same as the other 
costs; yes, sir. ; 

Senator ANperson. Let me see if I am at variance with you on this. 
Under the bill that is now before us for this project, if the bill should 
pass the Congress, the Senate in this session and maybe the House also 
in this session, and the President should sign it on the 10th or the 15th 
or the 20th day of June, you would calculate the average rate on all 
the long-term bonds of the Federal Government as of that date, and 
that would be the established rate that would be charged against all 
of the Arkansas-Fryingpan project ? 

Mr. Dexuermer. That is correct, under the present wording. 

Senator Anperson. That is correct. But under the upper Colo- 
rado River storage bill, if you built the Glen Canyon Dam now, and 
then built the Flaming Gorge Dam and Curecanti, and several others, 
and then get ready to build the central Utah project, maybe 5 years 
from now or whatever it might be, you Coutd then take the daily 
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market quotations on Government bonds and calculate what the aver- 
age yield under those bonds, for no more than 15 years, would be, and 
calculate the interest rate against it? 

Mr. DexHermer. Yes, sir. The Secretary of the Treasury would 
determine that as of June 1 prior to the first advance for that unit. 

Senator ANpvERsON. Now, is it not true that if we had a situation 
such as we had last fall, when the rate on the 244 percent long-term 
Government bond became an actually effective rate of more than 3 
percent because of the discount rate at which it was selling, that would 
very materially change the interest rate on the project, would it not? 

Mr. DExHEIMER. wos. sir; it would. 13. 

Senator ANpERson. And so when you say as of now it is 2%, 
actually last fall it was over 3 percent. 

Mr. Daxtiaines: Yes. 

Senator Anperson. And that would make a great difference in the 
payoff of some of these projects. 

r. DexHetMer. I do not know whether the Secretary of the Treas- 
ury includes that discount or not in his formula. 

Senator AnDEeRson. How can he avoid it? 

Shall be determined by calculating the average yield to maturity on the basis 
of daily closing market bid quotations * * *. 

Mr. DexHermer. Under that I suppose he would. 

Senator ANvERson. He could not avoid it. And the reason I get 
into it: I have to occasionally do a little investing for an insurance 
company of which I am president, and I have found out we can buy 
2% percent Government bonds to yield over 3% percent. 

Senator Carroti. The reason I am interested in this point, Mr. 
Chairman, is because of what it might do to the participating projects 
in which we are interested in the future. Based on the formula in 
the upper Colorado bill we could, by adopting such a formula, render 
perhaps many of them infeasible. 

Senator Anperson. Well, I have a memorandum partially worked 
out that I am going to try to submit to the Bureau of Reclamation. 
But it has interested me tremendously, because it could render some 
projects unfeasible. 

Senator Carroty. That is why I thought that the formula con- 
tained in this bill is certainly sounder from the standpoint of a long- 
range program than a formula based on a fluctuation where we could 
get caught in a high period over a long pull. 

There is testimony in this case that such a fluctuation might do 
great harm, not so much to this project but to other projects in which 
Colorado is interested. And that is why I raised the point. 

Mr. Dexnermer. Senator Carroll, I would call your attention to | 
the fact that a large proportion of the costs of these participating 
projects are irrigation costs, and they are noninterest bearing. So 
they are not so vitally affected. It is only the interest bearing costs 
of municipal water, industrial water and power, commercial power, 
that this interest rate is involved in. 

Senator Carroty. I am glad to have you fix that in the record. That 
is very important. 

Mr. Dexnermer. You see, a large part of the future participating 
projects would not carry that interest, and it would not affect them. 
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Senator Anverson. In the case of Glen Canyon Dam, how much of 
that.is municipal water? . 

Mr. Dexuetmen. I do not believe there is any. 

Senator ANDERSON. Zero zero zero, is that not correct ? 

Mr. DexnHermer. Yes, sir, 

Senator Anperson. And when you go through some of the other 

ualifieations, you have found very little of it that fails to come under 
the power clause. But it is important? 

Mr. Dexuermer. It is in the case of the large power producers, yes. 

Senator Anprerson. And the power producers are the breadwinners 
for all the rest of the participating projects? 

Mr. Dexuetmer. Yes, sir. 

Senator ANpEeRson. That is why it is very important. 

Senator Carrony. It reminds me of the fight we had 10 years ago. 
Tt was-a little different theory. They used to call it the increment 
theory. This was back in the House in the 80th Congress. And that 
is why I am sorry to see interest formula changes coming which may 
render some of these great programs and projects infeasible. And 
that is why I especially favor, under these conditions, the formula 
contained in this bill. 

That is all, Mr. Chairman. é 

Senator ANperson. Are there additional questions? 

You had a statement. I am very, very sorry. Will you go ahead 
with that statement, please ? 

Mr. Ogitvie. My statement will bring you up to date on the current 
status of the Fryingpan-Arkansas project. I will run through that 
rather rapidly in the interest of conserving time. 

No basic changes have been made in the Fryingpan-Arkansas proj- 
ect plan since we testified in the Senate and House hearings in the 84th 
Congress in 1955 and 1956. Water collection features and Aspen Dam 
and Reservoir on the western slope of Colorado remain unchanged. 
The Fryingpan-Arkansas divide tunnel and Sugar Loaf, Twin Lakes, 
and Pueblo storage reservoirs on the eastern slope are identical. The 
basic plans for the eastern slope power system and municipal water 
delivery facilities are the same as described in the previous hearings. 

We have examined the plan for the Fryingpan-Arkansas project 
carefully in the light of conditions existing now and I wish to point 
out several items which are not modifications of the project plan but 
which do bring the studies up to current status: 

(a) We have carefully reviewed the east slope power system and 
we are assured that adequate provision has been made to provide de- 
pendable power operations throughout the year. . 

(6) We have found it necessary to change the total installed gen- 
erating capacity from 104,800 to 123,900 kilowatts. 

Senator Watkins. May I ask a question there? What made it neces- 
sary to do that? 

Mr. Ogrviz. This action results from finer tolerances in today’s 
manufacturing operations whereby suppliers of large generating 
equipment no longer build into their product capacity significantly 
greater than nameplate rating. Our previous kilowatt rating was 
based on the accepted practice of expecting about 20 percent overload 
performance from large generating equipment. Today we can expect 
no more than 2 percent overload. 
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Senator Anprrson. Why did you have the generating capacity lim- 
ited to 104,000 if you had more water and more possibility ? 

Mr. Ooruvie. Well, previously the manufacturers of generating 
equipment built into those generators the capability of pr oducing at 
an overload capacity. 

Senator AnpERSON. So that you always expected to develop 123,000 
kilowatts ? 

Mr. Octrvie. We expected to get that capacity out. 

Senator Anperson. Were your sales calculated on that capacity ? 

Mr. Oativie. Yes, sir; and for that ver y reason this is just a hame- 
plate change and does not affect the kilowatt-hours that are generated 
on the project. 

(ce) Colorado Springs can accept project water for municipal use at 
a lower elevation and through a shorter conduit, with resultant reduced 
costs. 

Senator ANpERSoN. What does that mean? They can accept it at 
a lower elevation? Where did you plan to give it to them? 

Mr. Ocitvre. We had or iginally planned to introduce the water that 
is to be delivered to Colorado Springs at an elevation sufficiently high 
that it would feed through their entire distribution system. Now 
Colorado Springs, we find, could ace ept that water through the lower 
reaches of their distr ibution system and through an exchange i in the 
use of water, reserving part of their water for a high system, we supply 
the lower part of their system. That results ina shor ter pipe line and 
also eliminates the necessity for one pumping plant on that supply 
facility. 

Senator Anperson. They will have to put their existing system on a 
higher elevation then? 

Mr. Ocitvie. That does not adversely affect Colorado Springs, be- 
cause they come in on a gravity system from a higher elevation in any 
event. 

(d) The entire project has been reviewed carefully from an esti- 
mating standpoint. By realistic application of unit costs to unit quan- 
tities throughout the project, in addition to the items just mentioned, 
we have updated the previous estimate of $156,541,000 based on Octo- 
ber 1954 prices to a current estimate of $159,287,000 based on October 
1956 prices. 

Senator Anprrson. That is an increase of what percent—11, or 
1% 2 

Mr. Ocrivre. A little less than 2 percent. 

Senator ANnpErson. Just a little less? 

Mr. Oatvie. Yes, sir. The actual increase is $2,746,000. Two per: 
cent would be a little over 3 million. 

(e) A reanalysis of financial and economic feasibility to reflect the 
revised estimated cost has been made. 

Senator Anperson. I think we ought to insert that comparative 
statement in the record at this point, dated February 20, 1957, showing 
the construction costs advanced and how that affects the basic project 
features, the charges to the municipal water delivery system, and so 
forth. 

Mr. Oatrviz. I have a copy which can be submitted at this time. 

Senator AnpERsoN. With no objection, that will be put in the record 
at this point. 





32 








FRYINGPAN-ARKANSAS PROJECT, COLORADO 


(The comparative statement referred to follows :) 
Comparison of changes, Fryingpan-Arkansas project, Feb. 20, 1957 










(1955) 





CONSTRUCTION COSTS 

















8. 300-H. R.412| 8. 


60-H. R. 594 
(1957) 


Remarks 

















PURRD EE GION. 0. cccnncdsdsscedessiccee October 1954..| October 1956. 
SSS 
Total project oosts...................... $156, 541, 000 $159, 287, 000 
Basic project features............... 140, 213, 000 145, 996,000 | Changes due mainly to: 
Aspen Dam and Reservoir and 33, 871, 000 34, 094, 000 Increase in unit prices. 
—— slope collection sys- 
Frying an-Arkansas divide 8, 801, 000 9, 107, 000 Increase in prices for exca- 
e vation and materials. 
Ss Loaf and Twin Lakes 16, 997, 000 16, 336, 000 Decline in prices for rights- 
eservoir and Snowden Canal. . of-way, excavation and 
relocations. 
Pueblo Dam and Reservoir..... 41, 418, 000 36, 926, 000 Reduction in relocations 
and excavation. 
Arkansas wer canals and 12, 094, 000 13, 536, 000 Inclusion of check struc- 
Salida ie rengepanrete tures offset by decline in 
cost of excavation. 
PONE dices danets on ecdne 15, 562, 000 23, 813, 000 Price increases and better 
, estimating. 
Switchyards, transmission 10, 509, 000 11, 170, 000 Increase in prices. 
lines, and substations. 
General property. .........---.- 961, 000 1, 014, 000 Do. 
Municipal water delivery system... 16, 328, 000 13, 291, 000 
Pi eer 8, 577, 000 7, 863, 000 Decrease in unit costs. 
Colorado Springs. .............- 7, 751, 000 5, 428, 000 Reduced length of line‘and 
elimination of one pump- 
ing plant due to changed 
point of delivery. 
Allocation of construction costs... ...... 156, 541, 000° 159, 287, 000. | 
Tesigation... ..~ 2+ ~-------- 25-20 67, 653, 000 | 67, 069, 000 | 
Mun water: } | 
ge 16, 328, 000 13, 291, 000 
Basic project costs. ............. 8, 200, 000 9, 692, 000 
IS As bi sadhdinsbendibindhsoudeno 44, 551, 000 49, 853, 000 
Flood control.._.................... 17, 911, 000 17, 227, 000 
Fish and wildlife..................-.. 1, 898, 000 2, 155, 000 
BENEFIT-COST ANALYSIS * AD |: 
Public investment.-...............-.-.. 162, 156, 000 163, 858, 000 
Construction costs.................. 156, 541, 000 159, 287, 000 
Interest during construction... ---- 5, 615, 000 5, 602, 000 
Less investigations cost !............|.----..-...--..- 1, 031, 090 
SE Ps htndiddgctvdbsniibdddawiet 6, 486, 000 6, 490, 000 
Equivalent of public investment---_- 4, 429, 000 4, 475, 000 
Operation, maintenance, and re- 1, 391, 000 1,172,000 | Reduced on municips) water 
placement. ; pipelines. 
Regulation by upper Colorado 163, 000 163, 000 
storage project. : 
Taxes foregone (power system) ---.-- 503, 000 680, 000 
Annual benefits............-.....--..--- 9, 526, 000 9, 561. 000 
SI ieettiewegdicvcoevcnnp see 4,276,000 | 4, 276, 000 
Bc Aciitthineh ah badde~ tae tng 1, 569, 000 1, 569, 000 
Re koh LEU. 2, 707, 000 2. 707, 000 
Municipal water.............-.-.-.- 1, 304, 000 1, 057, 000 Reduction in delivery system 
, costs as part of alternative. 
I  dienhathnde Pimezecds bonnet | 3, 207, 000 3, 483,000 | Revised power alternative. 
ince tadeccoptoapes seaue 598, 000 604,000 | Adjusted for price level. 
Sediment control. .........-...--..- 141, 000 141, 000 
Total direct benefits only......... (6, 819, 000) 6, 854, 06 x) 
Benefit-cost ratios: ' = | al pak | 
Direct benefits only................- 1.05 to 1.00 1.06 to 1.00 
Ee itinceniitsineiiabineg eisatiesints 1.47 to 1.00 


1 Omitted in H. R. 412 analysis. 





1.47 to 1.00 | 
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Comparison of changes, Fryingpan-Arkansas project, Feb. 20, 1957—Continued 




























8. 300-H. R. 412) 8, 60-H. R. 504 
(1955) (1967) 





Increase in firm energy rate 
(from 6 to 6,6 mills). 


Regulation of winter water...... 


TIS GE: ctapcrnitingontbaenen Tones aque vel > 


Municipal water.............-.....- 
Water supply..........-.-..-..- Modified delivery system fea 
tures, and refined O. M, and 
R. estimates on delivery 
systems. 


ter sales 
Sone ate. F. and I. 





































water. 
Portion of district tax....... More district tax applied due 
to increased allocation. 
QO. M. and R. costs......... 
Pipelines to city limits.......... 
Gross revenues.............- 
O. M. and R. costs......... 
REPAYMENT OF REIMBURSABLE COSTS 
Power investment: 
Interest rate (percent) ............-.- 
Years required: 
Construction period --.......... 
After construction period. ...... 
Irrigation investment: 
OE ittlitiantnnisisneene 
Construction period............ 
After construction period... .... 
Municipal water investment: 
Interest rate ss Rated contents 
Years requir 
Construction WONG icici nnn 
After construction period... -...-. 
PAYOUT SUMMARY 
Total construction cost.................- $156, 541, 000 $159, 287, 000 
Repayable interest during construction. 2, 026, 000° 2, 545, 000 
Total investment................. 158, 567, 000 161, 832, 000 
Less nonreimbursable costs: ie . 
Pee CHE. 5. cde cacsoccceneccedd 17, 911, 000 17, 227, 000 
gp | eee 1, 898, 000 2, 155, 000 
Balance reimbursable -._....-- ed 138, 758, 000 142, 450, 000 
Power tvestment .............5........ 46, 035, 000° 51, 605, 000 
Net power revenue......_........-.- 76, 385, 638 90, 434, 295 
Ns as iiicitedencntessaa (30, 350, 638) (38, 829, 295) 
Irrigation investment..................- 67, 653, 000 67, 069, 000 
Irrigation water users..............- 27, 717, 100 27, 004, 800 
(7 ee ee: 24, 640, 755 26, 791, 636 | Increased assessed value. 
Power revenueS........--.....--.... 20, 297, 145 18, 187, 354 
i acta al 5, 002, 000 4, 914, 790 
Municipal water investment.......-.... 25, 070, 000 23, 76, 000 | 
TOE Sn. dcwnenecsmocchastgiee 9, 319, 645 12, 538, 364 Do. 
Municipal water users............-- 6, 716, 000 6, 627, 100 
Payment of pipelines to city limits... 51, 692, 061 34, 271, 289 
nici iathanénnhosbigen ace not (19, 443, 706) (18, 885, 753) 
, 214, 000 10, 775,000 | Reduced O. M. and R. on 
delivery system. 


138, 758,000 | 142, 450, 000 
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Senator Anperson. Do you have enough copies for all the members 
of the committee here ? 

Senator Atrorr, Mr. Chairman, I have a copy of that. 

Mr, Octivie. We have additional copies. 

Senator Anperson. Does that account for the statement you made 
about the delivery of the water at the lower elevation? Does that 
account for the $3 million change in the municipal water delivery 
system charge? 

Mr. Octivie. Yes, sir; that is part of the difference. And that is 
the principal part. 

Senator Anperson. To bring it in the lower elevation would cost 
$3 million? 

Mr. Oaitvie. Yes, sir. We eliminate the pumping plant, and we 
also come in with a shorter line. It is quite a substantial reduction. 

eSestasor Anperson. Why do you charge $7 million and some for 
power ? 

Mr. Oativie. We had to do that as a result of the analysis I just 
mentioned, whereby we went through the entire project and came up 
with a new cost estimate. And we did it feature by feature. And as 
a result of doing that, we came up with an increased cost of power 
facilities, which were a little higher, quite a bit higher, I will say, 
than if we had applied an overall index to the entire project estimate. 
We feel that by revising the estimate as we did, we came up with a 
better estimate for the Fryingpan-Arkansas project, a more realistic 
estimate, feature by feature. ; 

Senator Anprerson. The actual effect of it, though, was to charge 
less against Colorado Springs for municipal water and more against 
the power features. 

Mr. Oatrvre. Yes, sir. The power features are costing us more, and 
the supply element of the Colorado Springs pipeline is costing less. 

Senator Anperson. [am sorry. Would you say that again, please ? 

Mr. Octrvie. The power features of the project are costing more. 
The supply pipeline to Colorado Springs is costing less. 

Now, as for the supply facility, we expect that Colorado Springs 
will construct that facility themselves. 

Senator Anperson. Do you figure it will be $1,031,000 less invest:- 
gation costs? Will you explain that for the record? 

Mr. Oettvie. On which page are you looking? 

Senator Anprrson. Page 2, $1,031,000 “less investigation costs.” 

Mr. Octtvir. That is the provision which permits us to deduct the 
cost of investigations when we are figuring our benefit-cost analysis. 
That amount does go into the repayment. That is for the figuring 
of a benefit-cost analysis only. The $1,031,000 is included in the 
repayment. 

Senator Anperson. Is that a new provision in this bill? The 
answer is “Yes,” is it not ? 

Mr. Octrvie. No. It doesnot pertain tothis bill. No, sir. 

Mr. Dexuermer. It is standard rules that we have for determining 
benefit-cost ratio, applicable to all projects. But those costs are re- 
flected in the repayment study. 

Mr. Tomitnson. It is to put us on the same basis as that used by the 
other Federal agencies in computing costs for use in a benefit-cost 
analysis. 
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Senator Anpgrson. Just standing here in the record without any 
explanation to it, it would be a little hard to understand ; would it not? 

Are there any other items that you might mention or comment on? 

Mr. DexuermeEr. Well, I would like to call the committee’s attention 
to the fact that even figuring benefits on a direct basis only, the benent- 
cost ratio is more than 1 to 1, and the total benefits, 1.47 to 1. 

Mr. Oertvir. Shall I continue with my statement, Mr. Chairman? 

Senator Anprerson. Yes; but before you do: In power, you have 
“Average Annual Net Revenues,” and you show an increase in the 
firm energy rate of from 6 to 614 mills. .In view of the fact that in the 
development of coal-refining processes the cost of current had dropped 
instead of risen, how do you justify that? 

Mr. Oativie. We have made a careful study of the project, of course, 
in arriving at the power rate which will be required, and we came up 
with 6.5 mills, vail. on an alternative basis, for development of power 
in the same area, we came up with a rate of 8.5 mills. 

Senator Anperson. For what kind ofa plant? 

Mr. Ocitvie. For a plant that was both municipally and privately 
owned. 

Mr. Dexnuetmer. Steam generation ? 

Mr. Ocinvie. Steam generation. That would be coal and gas fired. 

Senator Anperson. How much per kilowatt ? 

Mr. Oaitvir. Eight and one-half mills. 

Senator Anperson. No; I mean the kilowatt cost. 

Mr. Oativm. $24.34. 

Senator Anperson. It could not possibly be. It could not come even 
closetothat. Itis at least six times that much. 

Mr. Oaiivie. The cost that you refer to is $155. 

Senator Anprrson. That is about six times that much, is it not? 
And that would result in an 8.5-mill rate? 

Mr. Oattvie. Yes. 

Senator AnpErson. What is the maximum in the upper Colorado 
bill? Was that not six? 

Mr. Dexuermer. Our estimate was that we could produce the power 
and deliver it at the load centers for six mills. 

Senator Anperson. Of course, there you would have a transportation 
factor you would not have in this project. 

Mr. Dexnermer. We have relatively very small transportation. We 
have transmission lines, of course, connecting our powerplants to load 
centers in this project also. 

Senator Anperson. But, in other words, you think there would be 
no problem in marketing this power at 6.5 mills? 

Mr. Dexuetmer. No, sir. 

Senator Watkins. This does not refer to the cost of producing power 
for this project ; does it? 

Mr. Dexuermer. No, sir. 

Senator Anperson. If you did not do it by this route and they had 
to ae a steam plant or gas plant, the theory is that it would run 8.5 
mills? 

Senator Warxins. And that must also include some help for the 
irrigation features as well. ; 

Mr, Dexnermer. In this project, as in the others, the power helps. 

Senator Watkins. That figures out at what; 6 mills? 

Mr. Dexuermer. Under this project it is now 6.5 mills. 
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: Senet Warxins. And that includes some help for the irrigation 
eatures 

Mr. Dexurrmer. Yes; this rate would pay out the power features, I 
think, in 44 years, with interest, and the balance would be available 
for paying out the other costs of the project. It is quite similar to the 
upper Colorado. There, I think, we pay out in 39 years. 

tor Watxins. There has ree been the question of exact! 
what the Colorado power included. I mean what the cost included. 
The rate they were going to sell the power at, whether it included some- 
thing for irrigation also. I always maintained it did. ‘ 

Senator Anperson. Have you used 6.5 mills on any other project ? 

Mr. Dexuermer. Oh, yes. ‘The western part of the Missouri Basin 

ject is — than that a little bit, on the average, and we have no 
Sittoulty in disposing of that power. 
' Senator Carrorz. Mr. Chairman, I have just a short statement, one 
sentence here, from ex-Senator Johnson, Governor Johnson, who said: 

The 500 million kilowatt-hours annual production of energy will be gobbled up 
by the power-hungry people like starved turkeys devouring grasshoppers. 

That is a colorful Johnsonian statement, and I think there is an 
ample market here. 

nator Watkins. Who made that statement? 

Senator Carrott. Ed Johnson, 

Senator Warxins, He raised turkeys, I see, who loved grasshoppers. 

canes Autorr. What is the Big Thompson rate at the busbar? Is 
it not 6 

Mr. Octtvie. The Big Thompson rate which we are maintaining 
right now for preference customers only is 6.63 mills. 

Senator Anperson, Is the Big Thompson only supply preference 
customers ? 

Mr. Octivie. No, sir; we have some additional power that goes to 
nonpreference, 

Senator Anprrson. What is its rate? 

Mr, Oertvie. For all sales, exclusive of project use, I have an aver- 
age figure of 6.4 mills, and for total sales on the Colorado Big 

ompson project, including pumping, where you get down to 1.8 
mills, and some camp use at 4 mills, the average rate is 6.2 mills. 

Mr. Dexuetmer. We have some figures here, Mr. Chairman, power 
rates at the present time in the area of the Fryingpan project, running 
from 8.82 mills to 10 mills. So we do not anticipate any difficulty 
at 61% mills. 

Senator Anprrson.. I would think the Big Thompson sales would 
indicate that 6.5 mills would be all right. 

Mr. Dexnermer. This is even closer to the area. 

Senator Anprrson. Very well, you may go on with your statement. 

Mr. Octivie. Drought conditions in sciathanshoen Colorado have be- 
come more pronounced and water supplies in the Arkansas Valley in 
1956 paralled those of 1934—one of the worst of record. Numerous 
irrigation ditches had no water until May and none after early sng. 
Ping from ground water to supplement surface supplies has been 

ded to the limit of available recharge. Further development 
would result in depletion of surface rights. Crop losses on irrigated 
lands were severe, ranging up to $30 an acre. The irrigated area was 
unable to produce sufficient livestock feed for its own use. The dimin- 
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ished agricultural economy had a serious impact upon the volume of 
business, employment, and income in the valley towns. Retail sales 
in the valley east of Pueblo have declined substantially since 1950. 

Senator Autztorr. Do you have a map or a plat which shows the 
extent of the ground water there? 

Mr. Oativie. Yes, sir; Ido. I have here a chart that isa blowup 
of a map that has been prepared by the United States Geological 
Survey and represents southeastern Colorado in this area and shows 
the Arkansas River Valley area with its tributaries, and emphasizes 
the fact that the ground water that was available for pumping in this 
area, from the top levels, lies ty close to the streams. lar 
ground water reserves occur farther down and to the east, down in ~ 
this area here. 18 D9 

Senator Attorr. I wonder, Mr. Chairman, if it would be possible to 
have that plat made a part of the record. 

Senator Anperson. Let us see if we can ask the staff whether 
different kinds of indications we can make that available for the 
record. It is difficult to reproduce the colors. 

Senator Atxorr. The significant part is the areas along the Arkan- 
sas and the tributary streams. Mr. Ogilvie has already pointed that 
out. But I thought if there was any way of making it part of the 
record, it might be a significant thing. 

Mr. LineweAver. It would be exceedingly difficult: without long 
delay to get it in there. . 

Senator Anperson. I venture to say there is no hurry about it. 
I would say that we will check to see how easy it would be or how diffi- 
cult it might be to put this into the record, and if it looks to be simple, 
we will put itin. If it would appear to delay the record, we will leave 
it out. 

Senator Artrorr. That will be satisfactory with me. The areas 
lying southeast. of the southeast corner of Colorado, which are the 
colored areas, and which would cause trouble, are not the significant 
part of this map, as far as this hearing is concerned. Just the portion 
in Colorado. 

4 Sr i Watkins. You are not furnishing water fo lands out of 
tate 

Senator Axxorr. Not a drop. 

Senator Watxt1ns. I will admit that was a useless question. 

Mr. Oaitviz. Shall I continue? 

Senator Anperson. Go ahead. 

Mr. Oattvie. Municipal water needs in the valley have beconie criti- 
cal. Diminished supplies, together with population growth in Pueblo 
and. Colorado Springs, have increased needs in these communities. 
Water supplies of the valley towns are limited. 


PLAN OF OPERATION 


The Fryingpan-Arkansas project will provide an average of 20,500 
acre-feet of water annually for municipal and industrial use. Regu- 
lation of Arkansas River water, the additional water diverted from 
the western slope, and return flows will supplement existing irrigation 
_ water in the valley annually by an average of 185,000 acre-feet.. This 
increased supply will reduce historical irrigation shortages from 35 
to 16 percent and in 17 years out of 34 studied, farmers would have 
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had full water requirements at the headgate. A total of 505 million 
kilowatt-hours of electric energy will be generated yearly. Benefits 
also will accrue from flood control, mitigation of fishery losses, and 
from sediment control. 

The project is a self-contained multiple-purpose development . 
wherein each function is related and spent on all others so as 
to support the overall project and its feasibility. It will utilize water 
to which Colorado has legal right by interstate compact and in a 
manner which has been agreed upon by a majority of east slope-west 
slope interests as evidenced by the detailed operating principles which 
are a matter of record in past testimony. 

All existing rights to use of water on both the western and the 
eastern slopes will be respected and protected under operation of the 
Fryimgpan-Arkansas project . The operating principles formulated 
_ and concurred in by eastern- and western-slope representatives, the 

State of Colorado, and the United States will be observed in the 
roject operation. There is no change in the quantity of water to 
diverted from the western slope or the manner of diversion. At 

a meeting with wesern-slope representatives in’ Glenwood Springs, 
Colo., in December 1956, the director of the Coloralo Water Con- 
servation Board reconfirmed the approval of the project. by the State 
of Colorado. : : 

The Fryingpan-Arkansas project will utilize only a small part 
of Colorado’s apportioned share of Colorado River water and in so 
doing will not cause conflicts with interstate compacts or the principal 
purpose of the upper Colorado River storage project. 


BENEFITS AND COSTS 


The ratio of measurable benefits to cost of the project for a 100- 
year period of analysis amounts to 1.47 when all benefits are considered 
and 1.06 when direct benefits only are compared with all costs, In 
this analysis the project. investment, consisting of October 1956 esti- 
mated construction costs plus interest during construction minus in- 
vestigations costs, is converted to an annual equivalent cost for the 
100-year period with interest at 214 percent. Other annual costs 
include project operation, maintenance, and repair, an economic cost 
of storage provided by the upper Colorado River storage project, 
and an allowance for taxes foregone on the power system. The 
measureable benefits from irrigation, municipal water, power, flood 
control, and sediment control compared with the sum of these annual 
costs results in a very favorable benefit-cost ratio of 1.47 to 1.00 for 
the Fryingpan-Arkansas project. 


COST ALLOCATION 


The separable costs-remaining benefits method has been used to 
allocate project costs among the various purposes. Under this method 
each purpose carries its separable costs as a minimum and shares in 
carrying remaining joint costs and in the savings arising from mul- 
tiple-purpose construction. Appropriate shares of interest during 
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construction are allocated to municipal water and power as repayable 
costs. A summary of the allocation and reimbursable costs follows: 





Bethmated: project cost... ...~~-- Ss se desk htc $159, 287, 000 
Repayable interest during construction__._._.__.__.._.__--_-__-____-_ 2, 545, 000 
mn MU a ee 161, 832, 000 
Less nonreimbursable costs: 
Weer « COMETOL. ces htt te DO Sete cose ta 17, 227, 000 
Reh and. wil@life....... dais tildes uid ages Es *2, 155, 000 
Balance reimbursable____- siranscilecaesiiidt tata aia 142, 450, 000 
Reimbursable costs: 
NN i ad eh CAE eae a elhipshihce Weiss cca aee 67, 069, 000 
NN it siete Shad tks inh babies aan ae 51. 605. 000 
PE TN a Be til elec 10, 037, 000 
Municipal water delivery system_________-_ Mi Aitatd eR SCS Yi 13, 739, 000 
einbsiicnins. dhe eye los is of eoercustion ty wree "142, 450, 000 


1 Allocation to fish and wildlife is limited to separable costs. 
REVENUES 


With two exceptions the estimated project revenues remain the 
same as those presented in the previous hearings. These exceptions 
are, first, the tax proceeds from the conservancy district are expected 
to be greater on the basis of reported assessed valuations by the Colo- 
rado State Tax Commission for 1956. Secondly, the average rate for 
sale of firm electric energy is 6.5 mills per kilowatt-hour instead of 6.0 
mills reflected in the previous feasibility analysis. Analysis of alter- 
native costs of fuel-electric power in the area discloses that the com- 
parable rate for firm energy would be about 8.5 mills per kilowatt- 
hour, including a tax component of 1.8 mills. 

In the plan of the project operation a conservancy district will be 
formed under provisions of Colorado statutes. This district will con- 
tract with the Government for the payment of project costs resulting 
from services performed in the collection, storage, regulation, and 
release of water. 

Tentative boundaries for the conservancy district have been deline- 
ated and municipalities, towns, and irrigation ditches in the valley 
are taking formal initial steps toward district organizations. 

Payment for the costs of municipal water delivery systems, if con- 
structed by the Government, will be on the basis of amortization in 
50: years, with interest at 214 percent. In addition, the beneficiaries 
will be responsible for annual O. M. and R. on municipal delivery 
systems. 

The highest cost to municipalities for project water is $68.50 per 
acre-foot. An average of $49.70 per acre-foot broken down repre- 
sents a supply cost for raw water of $16.30 and an average pipeline 
cost of $33.40. 

The estimated annual project revenues from all sources are summar- 
ized in the next statistical table. 
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(The table referred to follows:) 














Revenues 
Function and source of revenue 
Irrigation and district : Annual amount 
Project water (51,200 acre-feet at $5.40)_._.........._._ $276, 480 
Twin Lakes service (12,500 acre-feet at $3)_.-_....______ 37, 500 
Regulation of winter water (74,000 acre-feet at $2.25)_...______ 166, 500 
District tax’ (average over repayment period) ........_..______ 477, 220 
SN i ideichsceebicnindsectcicnctsidrthictnartennbisasnibinianvu bl seIuuieL: 957, 700 
ITT a cesta ennmimrenen 88, 000 
I II rte cesnecenmanenenenmannnitiuntnennipanens pened 869, 700 
Power: 
370,000,000 kilowatt-hours at 6.5 mills_.....-....-..--_______ 2, 405, 000 
97,200,000 ki!owatt-hours at 3.5 mills_..._.____ ie mepbmnnia 340, 200 
PU eal a er ag 2, 745, 200 
SIE DFE. Disk dice cicedduae cate See Be erenicheia va Stns epee einanee 870, 000. 
eee ieee meee en eee 1, 875, 200 
Municipal and industrial water supply : 
Municipal supplies (20,500 acre-feet <t $5.40)-..---____________ 110, 700 
Storage of C. F. and I. water (4,000 acre-feet at $2)_.___________ 8, 000 
Portion of district tax applied to repayment of municipal water 
OU es a ae Oa eh lela se ok 223, 000 
ial Aa tial El ice a 341, 700 
TT ae nn nena 13, 000 
_ Net municipal water revenues (for supply) ---.-...---------- 328, 700 





Municipal and industrial water delivery system: 
Delivery of water to Colorado Springs (10,000 acre-feet at $29.40) 293, 940 


Delivery of water to valley towns (7,500 acre-feet at $52.20)... 391, 470 
a nein agg 685, 410 
Nee en ee ene eee ee ee ep ra geire ated 201, 000 
Net municipal water revenue (for delivery system) ~.-..-------- 484, 410 
3 ee 

Total average annual net project revenue__.___---.-----~----- 3, 588, 010 


1The district tax would be realized from an ad valorem tax of 1 mill levied by the con- 
ome district on taxable property within the district boundaries. The 1 assessed 
property within the contempiated district was $394,719,000. It has been estimated 


that the average annual increase in assessed valuation would equal 2 percent of the 1956 
evaluation. An average of $40,000 per year has been allowed for district expense. . 


PAYOUT ANALYSIS 


Mr. Ocuvre. The project will be operated in conformance with 
the laws of the State of Colorado.. We will negotiate an overall re- 
payment contract with the conservancy district. The Government 
will operate the water supply works and the power system. Ivriga- 
tion water and municipal water, will be delivered to the district at 
reservoir outlets or at specified: points in the river. The district will 
assume responsibility for the apportionment and delivery of water 
to the headgates of water user organizations and municipalities. 
Specific details of operation will be worked out in the course of coop- 
erative endeavor and negotiation of a repayment contract. We expect 
to have a satisfactory and signed repayment contract before initiation 
of actual construction. 
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. The current analysis of the project presents a repayment procedure 
based on the following. standards: (a) Interest. during construction 
is included as a cost in the allocations to both power and municipal 
water. (6) An interest rate of 214 percent is used in the amortiza- 
tion of the power and municipal water investments. (¢c) None of the 
interest is applied toward the repayment of irrigation costs, (d) 
Revenue from the sale of water and power would be available during 
the construction period for operation, maintenance, and replacement 
reserve, and the retirement of capital costs. On the basis of these 
standards, the power investment could be retired in the 44th year fol- 
lowing completion of construction. The investment allocated to mu- 
nicipal and industrial water supply could be repaid in the 48th year 
following completion of construction, and the investment in municipal 
water pipelines could be repaid in 50 years following the completion 
of those facilities. The irrigation investment would be retired in 
54 years following the completion of construction from revenues paid 
by the irrigation beneficiaries during the entire repayment period and 
from the application of net power revenues beginning in the 44th year. 
After retirement of investments, the continuing annual net power 
revenues will accrue to the United States Treasury throughout the 
remaining useful life of the project works. In the 60-year maximum 
repayment period allowed in the pending authorizing bills the surplus 
of net power revenue would accumulate to about $12,410,000. 


CONCLUSIONS 


The Fryingpan-Arkansas project is feasible from an engineering 
standpoint; it is economically justified by a favorable benefit-cost 
ratio (1:47:1); it is financially feasible because the reimbursable 
costs can be fully repaid within a period less than 60 years and far 
less than the useful lives of the principal works, The project has 
been officially approved by the State of Colorado and its authorization 
has been endorsed by the President of the United States. 

Senator AnpErson. We have asked some questions about the inter- 
est rate, and. we have asked some questions about. the benefit. ratios. 
Are there additional questions of this witness? 

Senator AtLorr. I have no questions at this time, Mr. Chairman. 

Senator Anprerson. The Public Service Company of Colorado has 
submitted again its statement, and I will put it in the record at this 

oint. 

(The statement referred to follows :) 


STaTEMENT BY L. R. PATTERSON 


This statement by L. R. Patterson, assistant vice president, electric operations, 
of Public Service Company of Colorado is submitted on behalf of Public Service 
Company of Colorado and Southern Colorado Power Co. to the Interior and 
Insular Affairs Committee for inclusion in the record of the hearings before 
said committee in connection with the Fryingpan-Arkansas project, Colorado. 

Both Public Service Company of Colorado and Southern Colorado Power Co. 
have appeared in earlier hearings before the committee during the 83d and 84th 
Congresses relative to the Fryingpan-Arkansas project and have submitted to 
the committee a certain proposal in connection therewith. This proposal is now 
a part of the files of this committee and is entitled “‘A Proposal to the Interior 
and Insular Affairs Committee in Connection With Fryingpan-Arkansas Project, 
Colorado, by Public Service Company of Colorado, Denver, Colo., and Southern 
Colorado Power Co., Pueblo, Colo., Revised February 1955.” The attention of 
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the committee Is respectfully directed to said proposal incorporated herein by 
oe and the statement presented herewith is designed to be supplementary 
ereto. 

The companies would first like to reiterate and reaffirm their proposal here- 
tofore made to the committee in connection with the Fryingpan-Arkansas proj- 
ect, to which the attention of the committee has been directed. The companies 
earnestly and sincerely believe that said proposal offers substantial benefits not 
only to the Federal Government and the Federal taxpayers, but also to the State 
and local governments affected and their taxpayers, to the Arkansas Valley water 
users and to all project power users including customers of the companies, all 
as set forth in said proposal. 

Since the preparation of said proposal and the presentation thereof to the 
committee during the last session of Congress, certain developments have taken 
‘place within the service territories of the companies in relation to said proposal 
and it is the desire of the companies to advise the committee of such developments 
herewith. 

Since December 31, 1954, the two companies have actively carried forward the 
‘construction of additional electric generating, transmission, and distribution 
facilities to keep ahead of the load-growth requirements of their respective 
service areas. During the years 1955 and 1956 Public Service Company of 
Colorado added 112,500 kilowatts of steam electric generating capability, bringing 
its central system capacity up to 577,550 kilowatts, or an increase of 24.2 percent, 
since the end of the year 1954. In addition, during this period, the company 
built 120 miles of high-voltage transmission lines and added 29,128 electric cus- 
tomers. At December 31, 1956, Public Service Company of Colorado was serving 
286,694 electric customers, an increase of 11.3 percent over the number served 
on December 31, 1954. During the period, the company made an additional 115- 
kilovolt interconnection between the company’s system and that of the Bureau 
of Reclamation near Erie, Colo., east of Boulder, Colo., and north of the city of 
Denver, and the company added two additional points of wheeling delivery to 
REA systems for a present total of 20 points of wheeling delivery to REA systems 
throughout the State of Colorado. 

Southern Colorado Power Co., since the year end 1954, has added 17,500 kilo- 
watts of steam electric generating capability by the installation of a new gen- 
erating unit at its Canon City plant, bringing its total generating eapacity at 
December 31, 1956, up to 77,500 kilowatts, or an increase of 29.2 percent over the 
end of the year 1954. At the end of the year 1956, Southern Colorado Power 
Co. was serving 45,574 electric customers, an increase of 4.75 percent over the 
number of electric customers served at December 31, 1954. 

At the present time Public Service Company of Colorado bas under construction 
and will place in operation in 1957 the first 100,000-kilowatt unit of its Cherokee 
plant, north of the city of Denver and the first 22,000-kilowatt unit of-its Cameo 
plant, northeast of Grand Junction, Colo. on the western slope of the State. 
The second unit of the Cherokee plant of the company, rated at 110,000 kilowatts, 
is scheduled for completion in 1959. The Southern Colorado Power Co. pres- 
ently is engaged in the addition of a new 22,000-kilowatt unit at its Canon City 
plant. This unit is scheduled for operation during 1958. 

During the year 1956, in order to make more efficient utilization of their re- 
spective generating capacity and to pool their respective reserves, Southern 
Colorado Power Co., Public Service Company of Colorado, and the city of Colo- 
rado Springs entered into an interconnection agreement, under the terms of 
which the 3 electric systems will. be interconnected with jointly owned 115-kilo- 
volt transmission lines. Pursuant to said agreement, construction is currently 
in progress on a 115-kilovolt transmission interconnection between Denver and 
Colorado Springs and another 115-kilovolt transmission interconnection between 
Canon City and Poncha Junction, near Salida, Colo. These new transmission 
lines are scheduled for completion during the current year. 

In addition to the above-mentioned 115-kilovolt transmission lines, Southern 
Colorado Power Co. is presently nearing completion of a new 115-kilovolt trans- 
mission line between Pueblo and La Junta, Colo., supplementing 2 existing 69- 
kilovolt circuits between said points. Also, Public Service Company of Colorado, 
during the year 1956 completed and placed in service a 115-kilovolt transmission 
line between Poncha Junction, near Salida, Colo., and its Sargent substation 
located near the town of Center, Colo. Attention is directed to the map accom- 
panying the proposal of the companies referred to hereinabove for ready identi- 
fication of the points and locations mentioned herein. 
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With the completion of the transmission lines now under construction and 
those built since the presentation of said proposal to Congress, the companies 
will have carried out a substantial portion of the transmission line construction 
program contemplated to be undertaken by said companies at the time said pro- 
posal was prepared to facilitate the marketing of electric power and energy from 
the Frying Pan-Arkansas project as proposed in said proposal. Such program 
already being carried out by the companies should be ample evidence of the good 
faith of the companies in making such proposal reiterated and reaffirmed here- 
in, and the willingness and ability of the companies to carry out the offer which 
they have made. 


It is respectfully requested that the committee express its approval of said 
proposal and recommend that no authorization be given for construction of trans- 
mission lines by the Bureau of Reclamation in connection with the project pro- 
vided that suitable wheeling or similar contractual arrangements can be nego- 
tiated with the companies by the Bureau of Reclamation for the disposition of 
project power. 

Senator Anperson. I guess you are familiar with the fact that they 
would like to build the transmission lines. Do you have any comment 
on that We had this before us once or twice before. 

Mr. Dexuermer. I might answer that, Mr. Chairman. That would 
depend upon the policy of the Congress as to distribution of the power 
and what arrangements we might make for serving preference agen- 
cies as required under reclamation law by such an arrangement. And 
if it can be worked out satisfactorily to meet these conditions, I think 
it would be desirable to reduce the expenditures on the part of the 
Federal Government to that extent. 

Senator Anperson. Did we not have this matter up and ree 
it before by—I do not want to use the exact word—rejecting this 

Mr. Dexuermer. Yes, sir. 

Senator Anperson. Well, we will have a chance to discuss that. 

Senator Axuorr. That is in the bill; the proviso and the authoriza- 
4 for the building of transmission lines has always been left in the 

ill. 

Mr. Dexueimer. Yes. 

Senator Carrott. And you favor its retention in the bill? - 

Mr. Dexuetmer. Yes, sir. 

Senator Carrotu. In other words, it is vitally essential for the Bu- 
reau to have this authorization in the bill when you go out to negotiate 
your contracts and to ascertain the price for a repayment period ? 

Mr. Dexuetmer. Otherwise we might find ourselves with captive 
powerplants, which is very undesirable from our viewpoint as to 
payout of the project. 

Senéter ANperson. Are there additional questions of these wit- 
nesses ? 

If not, thank you very much, Mr. Dexheimer. 

We will move on to the next witness. 

Senator Attorr. Mr. Chairman, I have just one question, or two 
or three questions I would like to direct to Mr. Ogilvie. 

Mr. Ogilvie, one thing in these hearings I do not think has ever been 
brought out clearly. I would like you to refer to the map of this 
project which is behind you. I would like to ask you if the project 
features included in this drainage area of the Fryingpan River is in 
the same drainage area as the Gunnison or any of its tributaries? 

Mr. Octrvre. I will point out on this map, Senator Allott, the area 
from which we would divert water, the Fryingpan River, and the 
Roaring Fork River, extending in this direction, to the area west of 
Leadville and across the Continental Divide. 
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You will note that the Gunnison River extends along this area well 
to the south of the area that is to provide the water for the Fryingpan- 
Arkansas project, and it is separate from the Fryingpan-Arkansas 
project watershed. 

Senator Atzorr. It is a completely separate watershed and drain- 
age area ¢ 

Mr. Octrvie. Yes, sir. 

Senator Atiorr. That is all, Mr. Chairman. I just wanted to bring 
out that point. : 

Senator Anperson. We will place in the record at this point a letter 
from Gordon Bess of Canon City, Colo., and a statement from Ken- 
neth B. Pomeroy, Chief Forester, The American Forestry Association. — 

(The documents referred to follow :) 


Canon City, Colw., February 28, 1957. 
Hon. CLInton P. ANDERSON, 
Chairman, Senate Subeommittee on Irrigation and Reclamation, 
Washington, D. C. 

My Dear Senator: Since I note that your committee is soon to be called on to 
‘pass on a measure introduced by our two Colorado Senators, the Fryingpan 
project, I do not know its present Senate number, I wish to express to you and 
through you as chairman to the other members of your committee my very com- 
plete disapproval of this measure. 

I feel that the passage of this measure is not, at the present time or in the 
foreseeable future, in the best interests of the Nation at large or of the people 
of Colorado. It is far too expensive and especially so at a time the Nation 
should be trying to cut expenses, it will destroy scenic and recreational values 
which are very important to this State especially now when the revenue from 
our hunting and fishing is rapidly becoming one of our major industries. The 
Nation is at present paying out many billions in farm supports and as the result . 
there can be no possible need of more irrigated land or more production from 
that already under irrigation. Lastly there is no real surplus of water on the 
western slope to draw from. Despite what is said by the lower Arkansas Valley 
a great many people in this State are very solidly against this project. I trust 
all these things will be well considered before this measure is brought up for 
vote. 

Very truly yours, 
GorDON Bgss. 





STATEMENT OF KENNETH B. PoMeroy, CHizr Forester, AMERICAN FORESTRY 
ASSOCIATION 


Mr. Chairman, I am Kenneth B. Pomeroy, chief forester, the American 
Forestry Association, a nonprofit organization of some 25,000 people who are 
interested in forest conservation and in the efficient administration of this 
Nation’s public lands. 

As we understand section 6 of S. 60, the Secretary of the Interior would be 
authorized to withdraw public lands adjoining the Fryingpan-Arkansas project, 
administer these lands for reereational and wildlife use, and if he so desires con- 
vey them to other Federal, State, or local governments, It also is our under- 
standing that some of these lands now are under the jurisdiction of the Secre- 
tary of Agriculture for use as national forests. 

The American Forestry Association is very sympathetic to any plan which 
will provide better recreational and wildlife facilities for the use and enjoyment 
of.the public. The association also is very conscious of the need to administer 
all the public lands in the most efficient manner possible and to avoid over- 
lapping functions of different bureaus. 

We agree that the lands actually needed for reclamation purposes should be 
placed under the Department of the Interior. But we believe that adminis- 
tration of all other public lands within the national forests, and not actually 
needed for reclamation purposes, should be retained in the Department of Agri- 
culture. 
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Therefore, we recommend that section 6 of S. 60 be amended to retain adminis- 
tration of all uses, including recreation and wildlife on national-forest lands ad- 
joining the Fryingpan-Arkansas project, in the Department of Agriculture. 


Senator Atxorr. Mr. Chairman, I have one other question of Mr. 
Ogilvie, too, 
Mr. Ogilvie, would it be possible to build the Gunnison-Arkansas 


a or any part of it under the authorization contained in S. 60? 
- Oattviz. No, sir, it certainly would not. 
Senator Autorr. That finishesit up. Thank you. 


Senator Anperson. Will you state your name, please, for the record ? 


STATEMENT OF CHARLES BOUSTEAD, PRESIDENT, WATER DEPART- 
MENT ASSOCIATION OF SOUTHEASTERN COLORADO 


Mr. Bousreap. Mr. Chairman, my name is Charles Boustead. I 
am president of the Water Development Association of Southeastern 
Colorado. That is an organization devoted to the support of the 
Fryingpan-Arkansas project. 

We would like to express our appreciation for the opportunity to 
appear here. My statement will be rather brief. Our real purpose 
here today is to report to the committee on the continuing support in 
the Arkansas Valley for the Fryingpan project. 

With your permission, Mr. Chairman, I would like to submit for 
your committee files these letters from witnesses who appeared before 
the 84th Congress, reaffirming their testimony of that time in behalf 
of the project. 

Senator Anperson. These letters will be received for the file rec- 
ords of the commitee and will not be reprinted. 

Senator Atxorr. Will the names of the people appear in the rec- 
ord, Mr. Chairman ? 

Senator Anperson. We will list the names of the signers of the 
letters: Mr. Frank S. Hoag, Jr., director and member, executive com- 
mittee, Water Development Association of Southeastern Colorado, 
Pueblo, Colo.; H. H. Christy; Roy D. Cooper of Las Animas, Colo. ; 
one from Charles H. Boustead ; Jack P. Morrison, representing Ameri- 
can Federation of Labor and Congress of Industrial Organizations, 
Denver 23, Colo.; Damian P. Ducy of Pueblo, Colo.; J. S. Nichols, 
superintendent, water division, city of Colorado Springs, Colo.; . 
Everette O. Marshall, of Marshall Feed Yards, La Junta, Colo.; 
Simon F. Elliott, consulting engineer for Pueblo water boards, Pueblo, 
Colo.; W. C. Porter, Jr., vice president of the Southern Colorado 
Power Co.; J. H. MacDonald, president of the Colorado Savings & 
Trust Co., La Junta, Colo.; Robert L. Moore, treasurer of the San 
Isabel Electric Association, Inc., representing Sangre de Cristo Elec- 
tric Association of Salida, Colo., Southeast Colorado Power Associa- 
tion of La Junta, and San Isabel Electric Association, Inc., of Pueblo, 
Colo.; 1 from Dan B. Hunter, president of Colorado’s Southwestern 
Water District, Dove Creek, Colo.; 1 from Ted R. Ryan, of Rocky 
Ford, Colo.; 1 from George E. Everett, Salida, Colo.; and 1 from 
George J. White, United Steelworkers of America. 

Senator Aunorr. Thank you, sir. 

Mr. Bousregap. To point out the continued support in the valley for 
the Fryingpan project, I would like to say that we are now in the proc- 
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ess of organizing a water conservancy district under the laws of the 
State of Colorado, and since November of last year Mr. Ted Ry 
our vice president, and myself have driven about 8,000 miles u oak 
down the 300-mile length of the Arkansas Valley, meeting with any 
and all interested groups and municipalities and ditch companies 
one or more or several times, as they requested information. Although 
the law does not require it, we have requested all major water users 
associations, ditch companies, and municipalities to decide for them- 
selves whether or not they wish to be included in this water conser- 
vancy district. In the case of the municipalities, while the law re- 
uires affirmative action by the governing bodies for cities of more 
than 25,000 population only, we have asked all cities and towns to 
pass an ordinance or resolution indicating their desire to be in the 
district. They have either done so or are in the process of so doing. 
Two small communities in the upper valley are not yet completed. 

We have meetings with them scheduled for further explanation 
to their people. 

I would like to give you the following communities that have al- 
ready passed such ordinances indicating their desire to be part of 
this district and project: 

Salida, Canon City, Florence, Pueblo, Colorado Springs, Crowley, 
Ordway, Rocky Ford, Cheraw, La Junta, Las Animas, and Eads. 
Other small communities, as T say. are in the process of going through 
it now. 

' As for all the water users associations and ditching companies of 
the Colorado Valley, in general, most of them have been contacted at 
the annual meetings of their stockholders and in other assembled 
ae and have by their vote indicated ‘their desire to be in the 

istrict. 

We anticipate that district’s organization will be perfected within 
the next month or so, and the people of the area are ready, willing, 
and able to assume their full responsibilities under the Fryingpan 
project if and when it is authorized. 

I think that is about all the statement we have to make at this time, 
Mr. Chairman. If there are any questions, we would be very happy 
to answer them. 

Senator Carroiu. I might say for the record, Mr. Chairman, to 
the Senator from Utah, that for many years the ple of Colorado 
have been working together on both sides of the dae and especially 
the group which Mr. Boustead is the president of, to form these 
conservancy districts within the laws of Colorado, within our consti- 
tution. We think it will be a good strong district and it will be 
formed in such a way that there will be an ample aon period. 
And they have the strength financially and we think agriculturally 
to meet the needs of the repayment contract. 

Senator Warxrins. It will be a taxing proposition, then. They will 
collect taxes? 

Senator Carroti. That is right, sir. 

Senator Warxins. And that will even go to the extent of taking care 
of the agricultural end, the irrigation end, too, will it not? 

Senator Carrotz. Yes. And that involves two municipalities in- 
cluded in this conservancy district. 

Is Pueblo in this district ? 
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Mr. Bousreap. Yes, sir, Pueblo, Colorado Springs, and the other 
municipalities have already by ordinance indicated their desire to be 
included. The act in Colorado provides that only cities of 2,500 have 
that requirement. We did not think that was quite fair. So we asked 
all municipalities to take such action, which they have done or are in 
the process of doing. 

Senator Carron. There is a reason for my wanting to get this in 
the record at this point. It has taken years of work to bring this 
project to the point where it is today in the record, and the informa- 
tion in this record is net only for the purpose of this Senate commit- 
tee, but we want the members of the other body to read it carefully. 
This record is a result of years of work and efforts by people on both 
sides of the mountain, including the Colorado Water Conservation 
Board, the farmers, and the municipalities, all trying to bring this 
projec ttosuccess. This will be one of the last great diversion projects 
in Colorado, in my opinion. 

Senator Watkins. I realize what you say is true, Senator, because 
we have had the same experience on our side of the Divide. It has 

taken years and years and years to get the Colorado project around toa 
point where it could be authorized. 

Senator Atxorr. I just want to say at this time that Mr. Boustead 
and Mr. Ryan, Mr. Ducy, Mr. Hoag, Mr. Christy, Mr. Bennett, Mr. 
Cooper, and all the others, whose names appear in this record, have 
done far more than anything they could ever be employed for. None 
of them have ever received any compensation, and the services that 
they have rendered in this, I think, should be acknowledged here in 
behalf of this project. They have done it for something they conceive 
to be a public service, and it is a public service of outstanding merit. 

Senator Anprerson. Any additional comments or questions ? 

Thank you very much. ; 

Mr. Bousteap. I have a telegram I would like to insert at the con- 
clusion of my statement : 

LEADVILLE, CoLo., March 21, 1957. 
CHARLES BOUSTEAD, 
Care of Department of Interior, Bureau of Reclamation, 
Washington, D. C.: 

We here in Leadville would like to urge passage of Fryingpan-Arkansas 
legislation. The project is sound and its importance to our State as well as the 
national economy cannot be questioned. 

TAYLOR BROWN, 
Mayor, City of Leadville. 

Senator Atiorr. Loren K. Olson, representing the Pitkin County 

Walter Association. 


STATEMENT OF L. K. OLSON, WASHINGTON, D. C., ON BEHALF OF 
COUNTY COMMISSIONERS OF PITKIN COUNTY, COLO. 


Mr. Orson. My name is L. K. Olson of 1741 K Street NW., Wash- 
ington, D. C. I wish to make a statment on behalf of the County 
Commissioners of Pitkin County, the City Council of Aspen, the 
Aspen Chamber of Commerce, and the Pitkin C ounty Water Protec- 
tion Association, opposing the Fryingpan- Arkansas transmountain 
water diversion project, S. 60. 

Mr. Chairman, since you spoke of being short of time, do you wish 
me to read the statement, or just comment ? 
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Senator Anverson. I do not want you to be left out of the forum, 
because you are the only opposition witness we have had. 

We will put the entire statement in the record at this point, and 
I think it would be helpful if you could summarize to some extent. 

(The statement referred to follows:) 


STATEMENT OF L. K. OLSON 


Iam L. K. Olson of 1741 K Street NW., Washington, D. C. I wish to make a 
statement on behalf of the County Commissioners of Pitkin County, the City 
Council of Aspen, the Aspen Chamber of Commerce, and the Pitkin County 
Water Protection Association, opposing the Fryingpan-Arkansas transmoutain 
water diversion project, S. 60. 

Congress has twice defeated attempts to obtain $160 million of Federal funds 
to bring water across the Rocky Mountains from the Colorado River to the 
Arkansas Valley. The attempt is being made again in this session of Congress 
and we believe we must defeat it this time with a sufficient majority to kill it for 
once and for all. This will end the false hopes of some that they are to be 
beneficiaries of unprecedented aid from the Federal Government and will per- 
mit those who have been threatened with loss of water to go ahead with unsub- 
sidized improvement of their land and expansion of their industry. 

The reasons for defeating the bill are the same as Congress found in its pre- 
vious decisions. Some of which are: 

1, Although the bill calls for $160 million—no small sum in itself—by the time 
this amount is paid back over 59 years without interest, total cost to the taxpayer 
will be $500 million. 

2. The project will bring supplemented irrigation to only 921 farms at a cost 
of $65,000 per farm or over $500 per acre, the highest amount believed ever to 
have been considered in a federally financed irrigation project. 

3. $24 million is to be used to provide municipal water to various towns, 
whereas most towns raise funds by local taxation for their own water and do 

4 not ask the Federal Government to finance it. 

! 4. The cost per acre-foot of water to be taken over the Rocky Mountains is 
so high that the proponents of the bill will not separate it from other more 
economical features of the bill. This violates a Bureau of the Budget ruling 
that costs must be broken down to permit proper analysis of the component 
parts of the project. 

5. The Department of Agriculture has opposed the plan and recommends the 
proper controlling of Arkansas River water, which already floods without adding 
any Colorado River water to it. 

6. In working out the benefit ratio the Bureau of Reclamation considered only 
the effect on the aided area and neglected to consider the irreparable damage and 
loss to the area from which water would be taken. This is similar to saying that 
a project whereby one man hits another over the head and takes all his money 
has a benefit ratio of 2 to 1. 

“ The project violates the 166-acre limitation for federally financed irrigation 
projects. ‘ 

However, these arguments are well known to most people. The important 
thing is that this last year produced new reasons justifying defeat of the bill. 

(1) The county commissioners of 22 Colorado counties have come out against 
the bill. No longer can it be said the State of Colorado unanimously supports 
this legislation. This is important because it is not often people in public posi- 
tions vote against the spending of Federal funds within their own State. 

(2) Our country has almost reached its statutory debt limit, and interest rates 
have increased substantially this last year. We must reduce Federal expendi- 
tures which do not produce essential needs of the country. This project pro- 
duces surplus crops. 

(8) Specific drought aid has been generously made available on an annual 
basis by the Federal Government. The soil-bank plan also provides financial! 
aid for the withdrawal of lands from uses to which they are not suited. The 
area to be benefited by the transmountain diversion has already. drawn heavily 
on these Federal funds. (We in Pitkin County take pride in the fact we have 
not drawn on any of these funds.) 

(4) Most important is the fact that the long-predicted development of natural 
resources on the western slope is now actually materializing. $300 million of 
private capital is waiting to start a new industry if water is assured. This will 
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create new sources of taxation, new jobs, and will lead to development of prop- 
erty which the entire Nation owns. The magnitude of this project is startling. 
We are all generally familiar with the great discoveries of uranium in the area: 
served by Grand Junction. We know the discovery of oil and natural gas along 
Colorado River tributaries in 1956 may be of similar importance. Swing up. 
from the south through Durango, Cortez, Uravan, Grand Junction, Grand Valley, 
Rifle, Meeker, Craig, and you have traversed the four corners, the San Juan 
Basin, Paradox, Uintah, Rangeley—all areas heavy with natural energy ready 
for exploitation. Alongside this is the great Green River formation, containing 
75 billion barrels of oil within economic reach today, due to the recent actions 
in the Middle East and the resulting rise in price of crude. You own part of 
this vast deposit. Various Federal agencies hold a large part of it in trust for 
the benefit of the public, and you should insist that enough water be kept avail-. 
able in the natural watershed to assure efficient development of this great re- 
source of our Nation. Our industrial economy depends on availability of cheap 
power and our national security depends on availability of low-cost jet fuel for 
our airpower. Both of these are products of western Colorado—if we keep our 
water for these beneficial uses. 

(5) Now lest it be said we lack any sympathy for our transmountain neigh- 

bors, we refer to an unrefuted article in the Denver Post of November 18, 1956. 
' which states that 160 million, acre-feet of water lie below the Arkansas Valley. 
This supply of underground water must be properly used and will certainly 
supply the 69,000 acre-feet which the Federal taxpayer is asked to bring over 
the Rockies—it will do it more economically and far quicker, which is of great 
advantage te the Arkansas Valley people. It will also provide a base for greater 
expansion, provided the research and study necessary to exploit the underground 
water effectively is undertaken. Judicial use of this water in drought periods 
will also provide storage space for heavy runoff, thereby becoming a truly multi- 
purpose project which has no damage ratio to offset its benefit ratio. 
- In addition I wish to call to the attention of this committee an editorial which 
appeared in the Pueblo Star-Journal and Chieftain on February 26, 1957, indi- 
cating that 110,000 acres have been withdrawn from the proposed water con- 
servancy district, being set up to implement the Fryingpan-Arkansas p: ject. 


“PROPOSED FRYINGPAN BOUNDARIES PRACTICALLY SET 


“The standing vote action of most stockholders of the Twin Lakes Reservoir 
& Canal Co., Monday, rejecting affiliation with the proposed water conservancy 
district in connection with the Fryingpan project, will resuit in more water for 
those who are in the district. 

“The old proposed district boundaries would have embraced approximately 
322,000 acres. But the action of the Amity Canal Co. which serves an area east 
of John Martin Reservoir and of the Twin Lakes stockholders will eliminate 
approximately 110,000 acres from the district. Under the old district boundary 
proposal it had been estimated that the water deficit in the valley would have 
been reduced from 35 percent to approximately 17 percent. The smaller district 
will mean that the available water will be spread over fewer acres, thus making 
each acre the recipient of a greater proportion of the developed water. The 
deficit will probably be reduced to 5 to 10 percent which means that the project 
becomes even more valuable to those ditches and cities and towns which are 
ineluded in the district as finally approved. 

“Proponents are very well satisfied in the main to have the smaller acreage 
in the proposed district than to spread the available water over more acreage. 
The economic benefits to the district will be much higher as a result of this 
development. ; 

“Frankly speaking, the principal areas of the proposed conservancy district 
have been very much disturbed by the ‘stabs in the back’ dealt by some Twin 
Lakes farmers at the Fryingpan project. Eliminating Twin Lakes will remove 
one of the objections voiced most loudly by Representative John Saylor, of Penn- 
sylvania, against the project. He charged that by including the Twin Lakes 
Co. it was merely a ‘bailing out’ process of an area which had already cost the 
Government money, and would be only for the economic and financial benefit, of 
the stockholders of the Twin Lakes region. 

“However, the officials of the water development association have always fol- 
lowed the policy that no ditch nor area was going to be forced into the district, 
or rejected, but that it would be a voluntary determination of those directly 
involved as to whether they wish to affiliate. 
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“The entire picture has been complicated by the ‘pie in the sky’ attitude of 
some stockholders under the Twin Lakes Canal who determined they were 
going to try to hold up someone in the sale of their water and/or land, preferably 
te Pueblo. That is their prerogative, but if a sale of a portion of the water owned 
by Twin Lakes is ever consummated it will of necessity be on a realistic value 
of that water, and not upon the inflated values which have been proposed 
receltly. 

“So, far as the mechanics of the project are concerned. and the actual fulfilling 
of construction plans and, the signing of the repayment contract, it makes little 
difference whether the Twin Lakes Co. is in or out of the conservancy district.” 

Also, I would like to call to the attention of this committee a news item which 
appeared in the Denver Post on March 3, 1957, showing that Colorado farmers 
will receive over $20 million for taking 1,300,000 acres out of production in 1957. 


“FARMERS GET $22 MILLION 


“Latest tabulation Wednesday showed that Colorado farmers this summer 
will receive a total of $22,185,879 for taking 1,320,353 acres of wheatland out of 
production in 1957. 

“Almost all of this land placed in the acreage reserve section of the soil bank 
normally would have been planted to winter wheat. The spring-wheat land to 
be idled amounts to only 6,640 acres and most of it is on the west slope. 

“All applications to put wheatland in the soil bank now are closed. 

“Coloradans are expected to be getting their Federal Government soil bank 
checks sometime in June.” 

Next, I would like to present the full text of a resolution passed December 8, 
1956, at Grand Junction, Colo., by the Western Slope County Commissioners 
Association, representing 22 counties: 

“Whereas the passage of Public Law 485, entitled ‘Colorado River Storage 
Project and Participating Projects Act,’ has made possible the development, in 
western Colorado, of Colorado River water resources for agricultural, municipal, 
industrial, and other beneficial uses, to the extent of water available to the State 
under the 1922 and 1948 compacts; and 

“Whereas any diversion of water out of the Colorado River Basin in Colorado 
will deplete the amount of water available for such development, under the 
terms of those compacts; and 

“Whereas eastern Colorado interests have perfected the right to divert, from 
the Colorado River and its tributaries, well over a half million acre-feet of 
water, which is a suhstantial portion of all the water of the river available for 
beneficial use in Colorado, thus seriously curtailing the restricting western 
Colorado development; and 

“Whereas depletions of the water supply of the Colorado River proper and 
any of its tributaries by further transmountain diversion will diversely and 
seriously affect the possibility of in-basin development in all areas within the 
Colorado River Basin in western Colorado ; Now, therefore, be it 

“Resolved by the Western Slope County Commissiéners Association. That we 
vigorously oppose any further or additional transmountain diversions of Colo- 
rado River water, including specifically, but not by way of limitation, that which 
would result from the approval and construction of the Fryingpan-Arkansas 
project; be it further 

“Resolved, That copies of this resolution be sent to the Colorado congressional] 
delegation, the Secretary of the Interior, the Governor and Governor-elect of 
the State of Colorado.” 

From Lawrence E. Fress, member of the Chaffee County Planning Commission, 
there appeared in the Chaffee County Republican on February 22, 1957, the fol- 
lowing letter which I would like to quote in full (Chaffee County is one of the 
eastern slope counties that is supposed to be benefited by Fryingpan-Arkansas) : 


“THINGS YOU SHOULD KNOW—TAXATION WITHOUT REPRESENTATION 


“T have been asked to write on the proposed Fryingpan-Arkansas water di- 
version project and the Arkansas Valley Conservancy District now being furmed 
to extend from Leadville to the Kansas line. : 

“I am a member of the county planning commission ; however, any statements 
or opinions here do not reflect anything of an official nature. They are confined 
to my own opinions. 

“T am a friend of multipurpose reclamation’ projects and realize: we must 
embark upoh' a ‘program to develop every feasible. project as fast as the need 
arises. As in the time of need, we are tardy now. 
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“Therefore, it is with heavy heart and reluctance I find myself. seemingly 
not in harmony with either the Fryingpan-Arkansas project or the Arkansas 
Valley Conservancy District, because our valley to date has not been given fair 
and just consideration. 

“This water to be diverted and impounded has been filed upon by the Water 
Development Association of Southeastern Colorado, and as soon as the Arkansas 
Valley Conservancy District becomes a legal entity the district will have trans- 
ferred to it these rights. 

“The best estimates show this district to have an assessed valuation of $400 
million. 

“The original $156 to $159 million cost of this diversion project will un- 
doubtedly cost considerably more now because of rising costs. I mention this 
not to question feasibility as a Federal project, but to gain perspective if the 
district should attempt to go it alone; the cost would be about 50 percent of the 
assessed valuation. 

“The transmountain water will be brought into Turquoise Reservoir to Sugar- 
loaf Reservoir to Twin Lakes Reservoir to Clear Creek Reservoir, thence through 
the large hydroelectric canal skirting the west edge of our valley to the Princeton 
power site and from there continue on in an angling direction, joining the 
Arkansas River near Brown’s Canyon north of Salida. , 

“These reservoirs are to be enlarged from 5 to 7 times their present capacity. 

“Approximately 70,000 acre-feet of water are to be diverted. To compensate 
for this a storage reservoir is to be built near Aspen for western slope water 
stability use. 

“The Pueblo Reservoir is to be the largest of the group, and will hold most of 
the storage water to care for the lower valley. 

“The hydroelectric phase of this project is capable of 500 million volts annu- 
ally. The total annual benefits are estimated to be $10 million. 

“Unfortunately, this project is not engineered to make water availabie to 
most of our irrigated land in this valley, or to Buena Vista unless changed. Yet 
we are within the environs. The canal is for hydroelectric purposes only. 
Exchange of water from the Arkansas cannot be had because our tributary 
creeks are overappropriated. 

“Last year I personally approached the Bureau of Reclamation about our 
dilemma in this and was given some encouragement that this could be corrected. 
They voluntered an invitation to discuss this with our Chaffee County Planning 
Commission. We neglected this important move until this winter, and then it 
was too late for anything tangible to be accomplished. 

“A cost of $5.40 per acre-foot of water is beyond high-country ability to pay 
unless we are given some percentagewise credit for return flow. If one were to 
use snap judgment, seemingly economically we.do not rate consideration in 
this matter. I have asked ‘are we being selfish and narrow to expect beneficial 
and secure participation?’ The answer lies in the laws of nature and the laws 
of economics. 

“If this mountain valley were to buy 1,000 acre-feet of water, because of Our 
elevation, narrowness, geological formation, etc., 800 acre-feet would find its 
way back to the river of this original water; in addition, water begets water 
in nature, and a well-watered mountain area induces natural moisture as the 
clouds roll over. This valley can be one more natural ground reservoir in the 
upper reaches, or it can become a desert. A must in conservation is to keep 
the high country wet. 

“There are those who may say this can’t be done. I would like to state thar, 
under reclamation law, it is possible to modify and improve. Also, the cOst 
of water can be made equitable. 

“A project of this magnitude and ramification would first draft the articles 
or bylaws as they are to be in the petition to the district court in forming the 
conservancy district. The manner of selecting directors, water cost policy, 
availability by construction, safeguards to minority represented areas, special 
assessments, etc., should be known before anyone is involved or obligated by 
signing a petition to form a district. 

“There should be a provision of option to withdraw if the Fryingpan-Arkansas 
is not authorized by Congress. 

“It is possible to build dams on Little River, Cottonwood, Chalk Creek and 
other tributaries under the Small Projects Act, thereby gaining beneficial par- 
ticipation. This, too, is not tangible or feasible unless included in the multi- 
purpese project. 
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“Mr. Boustead suggested that direct flow decreed water might be stored during 
the winter by this project and released during the growing season, paying a 
storage cost. This would be wonderful if those below who irrigate their land 
in the winter would agree and if the State legislature could and would change 
_the water laws. Finally, it would be possible if also the reservoirs and canals 
were so engineered as to deliver water to most of our irrigated land. 

“This conservancy district is now being formed, and will become and remain 
an entity whether the Fryingpan-Arkansas project is authorized or not, if 
everything goes as planned. 

“After the district is formed the board of directors may immediately levy a 
one-half mill tax against all of the property in the district. Upon delivery of 
some water 1 mill may be levied, and under stress circumstances, 14%4 mills may 
be levied. 

“The whole district can be taxed without limitation by special assessment to 
meet expenses such as contracts, bonds, and interest. 

“T have declared to county officials that I will have nothing to do with such 
an uncharted course. I am asking for fruitful and solid participation. I am 
not fighting this project. 

“IT also requested that we meet with the executive committee of the Water 
ee Association, asking for fruitful participation and a better under- 
standing. 

“It seems to me the county planning commission should know all of the reasons 
why this diverted surplus water cannot enter the river at Clear Creek. A supple- 
mented river means more steady volume. 

“Nature has built the canal. The Government withheld from homestead entry 
dam power sites all down the river. 

“The physical damage the hydroelectric canal would do would take years to 
evaluate. 

“The prime purpose of the county planning commission by legal status is to 
protect the natural resources of our county. Will we do it? 

“LAWRENCE EB. FREss.” 

It is superfluous to tell you that we are opposed to the transmountain water 
diversion aspects of Fryingpan-Arkansas. We do hope, however, that we can 
be of assistance to you in helping you make a fair and equitable determination 
of this issue. We seek to do this by bringing you such general information as 
we think may be pertinent. We obviously do not have the funds to make a 
technical presentation comparable to that of the Bureau of Reclamation or the 
eastern slope people. Also, we want to emphasize that we are not opposed to 
your doing more for the eastern slope people. We have sincerely urged from 
the beginning, as has the Department of Agriculture and the Bureau of the 
Budget, that you give the eastern slope people money for reregulation of eastern 
slope water which is presently going to waste. 

Thank you. 

Mr. Otson. The main arguments that we have against it are not 
new. They are a summary of the arguments that have been heard 
here before. However, we believe that there are a few things that are 
new. And I have incorporated in my statement a copy of an article 
from th Pueblo Star-Journal and Chieftain, on February 25, 1957 
indicating that 110,000 acres have been withdrawn from the proposed 
water conservancy district which is being set up to implement Frying- 
pan-Arkansas. i 

Senator Anperson. Why was that? Do you know? I ran into 
that, too. 

Mr. Orson. Well, sir, I am very remotely connected with this. I 
cannot amplify the quotation from the Pueblo Star-Journal. It ex- 
plains in the article. Perhaps I should read that portion of my state- 
ment. 

Senator Atiorr. Mr. Chairman, surely this man is not coming here 
and testifying before this committee on the basis of things he has 
read in the paper ? 

Mr. Orson. Let me answer that. 
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The people in Aspen thought it might be werth while to bring to the 
attention, of this committee certain articles that had appeared in the 
paper and thought that the committee and the Bureau of Reclamation 
might have the assets and facilities for investigating them, 

he people of Aspen do not have the funds to make a technical 
piersation, such as the Bureau has: made over the past several years. 

ey do not have the funds to employe experts. to oppose the expert 
testimony paren by. the proponents, And if our humble approach to 
it of merely eorrecting things that we thought might be of interest 
to you is not welcome, I would be glad to withdraw it. 

enator AuLotr. You mean the humble approach by a, Wasington 
lawyer hired by these people? 

r. Orson. They happen to be friends, and I do not happen to be 
hired by them, Senator. 

Senator Attorr. I would like to say this one thing. Personally I 
believe that every proposition can stand on its merits, but I also think 
that this committee is entitled to the consideration of having the 
questions which are raised with respect to any project and in the case 
of one that is so serious as this ene to a great portion of the State 
of Colorado I think we are entitled to have the basis of those objec- 
tions substantiated and documented to some extent. And I know 
personally that the people whom you represent are financially able 
to substantiate these allegations if it were possible, 

Mr, Orson. Pitkin County is not a wealthy county. The Board of 
Commissioners do not have a budget for it. I can only say that they 
contacted me as recently as Monday of this week, Monday or Tuesday, 
when I called Mr. Lineweaver, and said that they were unable to get 
out here. I believe they said that they had asked for a postponement 
of the hearings. 

Senator Anprerson. Not that I know anything about it; but I 
can. only say this: Now, I am not going to keep you from making the 
statement, even though you may do it on the basis of reading a news- 
paper article. But please do not get into this that they asked for a 
postponement and: I did not grant it, because I do not believe that 
that would be a correct statement. 

Mr. Orson, I withdraw that. IL believe the statement was that 
they hoped it. would be later, so that they could get here. And they 
said they would be unable to make it and asked if I would come over 
and present certain material for them. I have the resolution of the 
Western Slope County Commissioners’ Association, the article from 
the Pueblo paper that I had referred to—— 

Senator Anperson, I had assumed that that was going to come. up, 
because they sent me a telegram, as I recall it, indicating that a large 
area has withdrawn from the project. And I thought that I would 
let the Pitkin County people bring that fact out. And I might ask 
the Bureau of Reclamation witness if he has any knowledge of it. 

Maybe this is a good place to answer it. 

Senator Autorr. Mr. Chairman, I wonder if we could go ahead 
and hear his statement and then recall them with respect to all of 


1t. / 
Senator Anperson. That is what I hope to do, Senator Allott. 
Go yi ahead. 
Mr. Oxson. The article in the Pueblo Star Journal simply recites 
that the. Twin Lakes people rejected the invitation to join the con- 
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servancy district, and the article concludes that 110,000 acres have 
been withdrawn. We would like to ask that that be further investi- 
gated, because we think it has great impact as to the economic aspect 
of this project. , 

Also, with respect to the economic aspect, an article appeared in 
the Denver Post on March 3, which stated that the farmers of Colo- 
rado were getting $22 million in soil bank and were taking 1,300,- 
000 acres out of production. We think that that is relevant, when 
one of the objects of this project is to bring additional acreage into 
production or at least into increased production. 

Senator Anperson. It would not bring any additional acreage. 

Mr. Otson. But it would certainly augment their production, in- 
crease their output. 

Senator Warkrys. Do you know how long it would take to build 
this project. 

oe Oxson. No, sir; I am not technically familiar with the project 
at all. 

Senator Warxins. I do not know very much about it either, but I 
predict it will not be finished under 10 years. 

Senator Atxorr. Eight to ten. 

Senator Anperson. I have tried to check carefully into something 
about the eventual food needs of this country, and T do think we will 
come to a time when we are not overproducing. 

Mr. Orson. I would hope so, too, and it may very well be. I simply 
wanted to point out that right at the moment that is the situation. 

Also I have presented a copy of a resolution passed December 8, 
1956, at Grand Junction by the Western Slope County Commissioners 
Association, representing 22 Western Slope counties and opposing this 
project. The full text is incorporated in my statement. 

Senator AnpErson. Now, let me ask you this: When you say “the 
Western Slope County Commissioners Association, representing 22 
counties,” how many of the actual county commissioners are in the 
association, if you happen to know? 

Mr. OLson. T do not know, sir, but I would be glad to furnish that 
information to the committee. 

Senator Anperson. I think that is important. I would like to know 
how many people that have the responsibility of speaking for their 
counties participated. I do not know the name of a single county, but 
if county X is in that group and it has three county commissioners, 
were two of them there, or was one of them there authorized to speak 
for the other two? 

Mr. Ousen. If there was a rollcall vote, would you like the rollcall 
vote? 

Senator Anperson. Yes, I would like to know everything I can 
about it. I would like to know how much opposition there is. I 
would like to know as a matter of information just what the official 
action was and who took it. 

Mr. Orson. Rather than just that it was passed by a majority? 

Senator Anperson. Yes. 

Mr. Oxson, I will attempt to furnish that. 

(The information was not received at the time the hearings were 
printed, 

Senator Atuorr. Mr. Chairman, may I point out here a very import- 
ant point, which is that there are many organizations in Colorado, and 
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particularly the Colorado Water Conservation Board, of which Mr. 
van Crawford is director, who are qualified and authorized to speak 
in behalf of Colorado, in behalf of water policies. The boards of county 
commissioners are not charged with any such authority or. respon- 
sibility or power. 

Senator Anperson, Well, but they run for election. I assume they 
do. And therefore.they try to speak for the people inside,of their 
State. And so far as I am concerned, if we had a project that involved 
10 or 12 of the 32 counties in‘'New Mexico, and the counties took an 
action upon it, I would want to know who did it, whether they were 
trying to speak for the people, and by what authority they were 
speaking for them. It is just a matter of curiosity on my own part. 

Senator Axtort., It would also be a matter of curiosity, Mr, Chair- 
man, as to whether or not the matter was discussed, or whether it was 
one of these quick resolutions that was railroaded through at the end 
of a meeting, or something like that. 

Senator Anprrson. There are a great any things of that nature, I 
recognize. 

Senator Attorr. That is correct. 

Mr, Oxson. I have also incorporated in my statement a letter from 
the Chaffee County Republican, which appeared February 22, from 
Lawrence Fress, who states he is a member of the Chaffee County 
Planning Commission. Chaffee County is one of the eastern slope 
counties that is supposed to be benefited by Fryingpan-Arkansas. 

Lalso have for submission to the committee a resolution which came 
in this morning from the city of Aspen, which I ask permission to 
introduce into the record. It is not an authenticated copy but-came 
in this morning in this manner, and I would like to ask that the com- 


mittee at least accept it for consideration. 


Senator Anperson. We will take it, and if anybody can prove that it 
is not authentic, and cares to raise the point, we would be glad to have 
proof on that point, one way or the other. This resolution will appear 
at this point in the record. 

(The resolution referred to follows :) 


RESOLUTION 


Whereas the city.of Aspen is an incorporated city situate in the county of 
Pitkin, State of Colorado, in the Roaring Fork River valley, and has a permanent 
population of approximately 1,200 people; and , 

Whereas the city of Aspen enjoys the economic benefit of the ranchers in the 
Roaring Fork valley above and below the city, as well as large numbers of 
tourists who come to Pitkin County during the summer and winter seasons; 
and 

Whereas the flow of the Roaring Fork River and its tributaries has hereto- 
fore been affected by transmountain diversion projects and any further diver- 
sion would seriously jeopardize the economy of Pitkin County by a reduction 
of the stream flows thus seriously affecting present existing water rights and 
the water necessary for the protection of fish and wildlife; and 

Whereas the Roaring Fork River, after existing decrees above Aspen were 


Satisfied, was at times dry, or nearly so, during the late summer of 1956, and 


Hunter Creek had insufficient water to satisfy existing water rights above its 
confluence with the Roaring Fork River; and 

Whereas the Frying Pan-Arkansas diversion project, introduced as 8. 60 and 
H. R. 594 in the Congress of the United States, contemplates further diversion 
of water from the Roaring Fork River and its tributaries, to the detriment of 
development of natural resources in western Colorado and the econemy of 
Pitkin County; and 
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Whereas the city council, acting for the best interests of the city of Aspen, 
is of the opinion that said project is contrary to the best interests of western 
Colorado and the State of Colorado due to its affect upon existing water supplies 
and for the further reason that said project is not economically feasible: Now, 
therefore, be it 

Resolwed, That the city of Aspen opposes the Fryingpan-Arkansas diversion 
project and any and all further water divermgee from the Roaring Fork River 
until it is known beyond a reasonable doubt t the present and future water 
needs of western Colorado are and to what extent water is available to satisfy 
both the existing and future water requirements. 

Dated this 4th day of March 1957, at Aspen, Colo. - 

A. EB. Rogrson, Mayor. 


EruHen M, Frost, City Clerk. 


Senator Anperson. Are there questions of this witness? 

Senator Attorr. Mr. Chairman, at this point I think it would be 
appropriate to introduce into the record a letter to Mr. Boustead from 
Leadville, Colo., signed by Mr. Tex Roberts, the president of the cham- 
ber of commerce there, and also a resolution of the city council of the 
city of Salida, with reference to this matter, and approving the organ- 
ization of this district and the Fryingpan-Arkansas project. 

I am also informed that Mr. Fress, since the writing of his letter, 
has Penge from the planning commission or planning committee. 

May Th 


Attest : 


ave these shown in the record ? 
Senator ANpDERSON. Yes. 
(The documents referred to follow :) 


LEADVILLE CHAMBER OF COMMERCE, 
Leadville, Colo., March 15, 1957. 
Mr. CHARLES BoUsTEAD, 
1510 Lexington Road, Pueblo, Colo. 

Dear Mr. BousteaD: The Leadville Chamber of Commerce has been, and con- 
tinues to be in complete support of the Fryingpan-Arkansas water diversion 
project as being presented to Congress by your association. As you know, Lead- 
ville is at the headwaters of the Arkansas River, and we believe the project will 
contribute to the economy of the West and conserve water originating in Colo- 
rado for Colorado use. 


Cordially, 
RAYMOND TEx Rozeerts, President. 
. Ciry Or Sania, 
Salida, Coto., March 15, 1957. 
To Whom It May Concern: 


This is to certify that the following resolution was read and duly adopted at 
the regular council meeting held on the 4th day of March A. D. 1957: , 


“RESOLUTION 


“Whereas it is the opinion of this council that the creation of a water conserv- 
ancy district in the Arkansas River Basin, pursuant to the provisions of article 6, 
chapter 149 Colorado Revised Statutes, 1953, will be of general benefit to the 


residents of the city of Salida, and will provide a possible source of additional 


water for municipal purposes, if and when same is needed: Now, therefore, be it 

“ResoWwed by the City Council of the City of Salida, Colo., That the Water 
Development Association of Southeastern Colorado be requested to include the 
city of Salida within the boundaries of the proposed Southeastern Colorado 
Water Conservancy District now being organized by such association under 
aforesaid statutory authority.” 
' Adopted this 4th day of March A. D. 1957. 

Rosert J. Braz, Mayor. 


Attest : 
THEO, J. Juper, City Clerk. 
Witness:my hand and seal this 15th day of March A. D. 1957. 
[SEAL] Tueo, J. Juper, City Clerk. 
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Senator ANperson. Are there questions? 

Thank you very much. 

There is one witness that I would like to have come on before I 
leave. I want the Reclamation folks available. And I would like 
to ask Mr. Wayne Bennett, if he is here and plans to appear. 

Senator Carrotu. I wonder if I might first ask one question for the 
record at this time, of this last witness. 

With reference to the testimony that you prepared here: You are 
an attorney, are you, Mr. Olson? 

Mr. Orson. Yes. 

Senator Carrom. The testimony that you a here and sub- 
mitted to this committee, the statement, was it based upon information 
nee. poe on to you? 

r. Otson. That is right. 

Senator Carrott. You have no personal knowledge of the project? 

Mr. Orson. I have covered the area; yes. I am familiar to that 
extent, in that I know the Roaring Fork and the Fryingpan up to 
the headwaters, up to Independence Pass. 

Senator Cargoi.. But as to this alleged withdrawal of 110,000 acres, 
you have no personal knowledge of that ? 

Mr. Orson. I do not think any of our people do. We read it in the 
paper, and we simply ask that it be checked at this time. 

ea ALLorr. 0 1s the Pitkin County Protective Association ? 
Will you give me names, please, for the record # 

Mr. Orson. All that I know is that Clinton Stewart is the spokes- 
man for the organization and I believe the president. of it. He is a 
lawyer in Aspen, Colo. 

Senator Anperson. May I say that possibly I am at fault in telling 
the people out at Pitkin County, when they wired me as to when they 
would have a chance to present. their case, that I was going to be pre- 
siding and I would give them a chance to present a case if they decided 
todoso. After all, this involves $160 milion of Federal money, and 
a lot of it is interest free. It eventually will cost far more than $160 
million. And I wanted anybody that thought he had a complaint to 
come and present it. And that is the basis on which I assume you 
are here. 

Mr. Oxson. Yes, sir. 

(The following was later received for the record :) 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Washington 25, D. C., March 25, 1957. 
Hon. CLinron P. ANDERSON, 
Chairman, Subcommittee on Irrigation and Reclamation, - 
Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 
(Attention: Mr. Goodrich Lineweaver.) 

Dear SENATOR ANDERSON: Attached is the statement commenting on Mr. 
L. K. Olson’s statement which the Bureau of Reclamation was requested to 
prepare for insertion in the March 21, 1957, hearings on §. 60—Fryingpan- 
Arkansas project. 

The information requested by you regarding the effect of applying a 2% per- 
cent interest rate will be forwarded as soon as it is available. 

Sincerely yours, 
W. A. DEXHEIMER, Commissioner. 
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BUREAU OF RECLAMATION COMMENTS ON STATEMENT oF Li, K. OLSON 


(Paragraph numbering corresponds to numbering in Mr. Olson’s statement) 


First ‘ series—‘Old” items 

1. We have not attempted to check the derivation of, the cost of $500 million 
to the taxpayer as given in the statement. Presumably, it is intended to 
represent compound interest for the entire Federal investment at the end of the 
repayment period. This is a fallacious and unsupportable approach to this 
question. ‘ 

The total cost of the project is allocated to 5 main. purposes, 2 of which 
(flood control and fish and wildlife conservation) are considered to be non- 
reimbursable national costs, in accord with national policy and law, for which 
calculation of interest charges would be meaningless The costs associated 
with two other purposes (power and municipal water) are repayable with 
interest, and therefore are profitmaking to the United States. The remaining 
purpose (irrigation) is allocated $67,069,000 of the total cost. It is the long- 
standing congressional policy to consider the cost allocated to irrigation re- 
payable, but without interest. On the theory that such an investment must 
be financed by the Federal Government with borrowed funds, the inteerst on those 
funds can be calculated for the period of repayment in several ways. The prin- 
cipal sum at compound interest over the entire repayment period would give 
a figure several times the amount of the original principal. Such a method 
gives no credit to the water users for payments made and progressive reductions 
of the capital sum. Another approach would be to take the sum of the annual 
computations at simple interest of a progressively liquidated principal amount, 
and which results in an interest foregone figure smaller than the first method. 
The amount which would have to be appropriated today by the Congress and 
invested at interest in order to meet the progressively smaller annual interest 
costs as calculated by the second method would give an even smaller figure for 
interest cost. Application of any of these methods would not produce the $500 
million indicated by Mr. Olson. 

2. The project will bring supplemental irrigation to about 4,000 farms totaling 
322,000 irrigated acres at a cost of less than $17,000 per farm, or approximately 
$200 per irrigated acre. Even assuming that only 220,000 acres. joined the eon- 
servancy district, which in view of present testimony appears to be a very con- 
servative estimate, the cost per irrigated acre would be less than $300. 

3. It is not uncommon for multipurpose projects authorized by the Congress to 
include provision for municipal and industrial water, to wit: Colorado-Big 
Thompson, Provo River, Weber Basin, and others. In the Fryingpan-Arkansas 
project, authorization of $13,291,000 for municipal water delivery facilities would 
be contingent on proof by the municipalities of their inability to finance their 
own delivery works. The full allocation to municipal and industrial water will 
be repaid by the contracting entities with interest. In addition, the towns and 
counties, by joining the conservancy district, will subject themselves to a con- 
servancy district tax which will be used to finance a substantial share of the allo- 
eation to irrigation, thereby insuring the feasibility of the project. 

4. The importation of Colorado River water is necessary to make the project 
feasible for several reasons: 

By providing additional water for all of the irrigators in the conservancy 
district, it then becomes attractive for them to join the district and have their 
winter flow rights regulated in project reservoirs and released to them at times 
when the reregulated water will be of much more value to them. The imported 
water will also be released through project powerplants to provide needed power 
in the area which will amortize the power investment with interest, and, in 
addition, provide assistance in amortizing the overall project. The question of 
limiting this project to an all-Arkansas River project has been studied in con- 
siderable detail and has been discussed at committee meetings of the Congress 
on a number of oceasions. This matter was brought up several years ago by the 
Bureau of the Budget. The Bureau. of the Budget, after receiving additional 
information on the project, is supporting the project, as evidenced by its letter 
of March 16, 1957. 

5. Assistant Secretary of Agriculture Peterson, in his letter to Senator Murray, 
chairman of the Senate Interior and Insular Affairs Committee, dated March 21, 
1957, suggested some substitute language in section 6, regarding the agency which 
could administer the recreational facilities in Forest Service areas, but his only 
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comment regarding his approval or disapproval of the project, was “This Depart- 
ment has no objection to 8. 60 * * *”, 

6. The benefit-cost ratios of the project have been prepared by the Bureau of 

Reclamation in accord with approved procedures. To the extent possible, they 
reflect all tangible benefits and costs. It was not possible to include certain 
intangible costs and benefits which would be caused by the project on both the 
east and west, slopes, in the benefit-cost ratio, because this number is a ratio of 
tangibles. Nevertheless, the matter of intangibles has been discussed and con- 
sidered at great length before and since the present plan was developed. It is 
believed that intangible benefits created by the project will fully offset the in- 
tangible losses caused. It may be of interest to note that the project will not 
adversely affect any existing water right on either the wesern slope or the eastern 
slope, and, on the contrary, will provide at no cost to the western slope the Aspen 
Reservoir. Aspen Reservoir will not only provide satisfactory replacement for 
the water. diverted to the project, but it will also provide storage and regulation 
~ considerable future agricultural and industrial development on the western 
slope. 
7. The views of the Department of the Interior on section 2 (¢) of S. 60 regard- 
ing the exemption of the excess land provisions of the Federal reclamation laws 
are contained in Assistant Secretary Aandahl’s letter of March 20, 1957. That 
letter has been incorporated in these hearings. 


Second series—‘New” items 


(1) No information is available in the Washington office regarding the indi- 
vidual actions of the county commissioners of the 22 Colorado counties. The 
official position of the State of Colorado as expressed not only by present and 
past governors, but also by the present and past directors of the Colorado Water 
Conservation Board, has been consistently that Colorado is in favor of the 
project. Prior to taking this position, officials of the State of Colorado held 
numerous hearings in which both sections of the State participated, and arrived 
at detailed “operating principles which stipulate, among other things, the loca- 
tion and size of Aspen Reservoir. These operating principles will be fully recog- 
nized after the project is authorized. 

(2) After considering the Federal financial structure, interest rates, and other 
items, the President, the Bureau of the Budget, and the Department of the In- 
terior have all recommended the authorization and immediate development of the 
project, and the Council of Economic Advisers pointed this out as an example 
of the type of multiple-purpose project for which Federal assistance is justified. 
This project produces only a small amount of truly surplus crops, as most of the 
crops which would appear to be in surplus are generally fed to livestock. It 
should be noted that the construction period for this project is 13 years, by which 
time, there is ample reason to believe, most crop surpluses will have been dis- 
persed by growing demands. The statement of Dr. B. T. Shaw, Administrator 
of the Agriculture Research Service, United States Department of Agriculture, 
which has been introduced into this record on page 11, contains an interesting 
commentary on the current crop surplus. He said, in part: 

“It is estimated that to meet the needs of this expanding population, farm 


‘output must increase 25 percent by 1975. 


“If this increase were to come by simply farming more areas, it would be 
necessary to boost cropland by 100 ‘million acres: pasture and range lands by 
800 million acres. In reality, we will add very few acres to our productive lands 
within the next two decades. The likelihood is that we'll add not more than 30 
million acres to our total cropland; we'll lose about 25 million acres of our 
pasture and range land.” 

(3) The Fryingpan-Arkansas project will increase the water supply to the 
presently inadequately irrigated farms in the Arkansas Valley, and help meet 
the growing needs of urban communities in this area for municipal water. Both 
of these project services will assist in relieving the drought conditions in this 
area. An adequate water supply will keep agricultural production in the irri- 
gated area at a constant level, giving stability to the immediate surrounding 

ranch areas and to the urban trade economy. 

(4) The regulation of western slope waters by the construction and operation 


‘ of Aspen Reservoir, at the expense of the water and power users of the Frying- 


pan-Arkansas project, will assist the western slope in the Pitkin County area in 
the development of its resources. 

’ (5) Dean Ivan Crawford, director of the Water Conservation Board, effec- 
tively answered the allegation that there are many millions of acre-feet of water 
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underlying the Arkansas Valley. The newspaper article referred to was also 
reported to have assumed the presence of approximately 16 million acre-feet 
rather than 160 million acre-feet, as maintained in Mr. Olson’s statement. Un- 
fortunately, a copy of the paper is not available for checking. Dean Craw- 
ford’s conclusion in his prepared statement of March 21, 1957, was: “Such a 
condition indicates that the recharge is about equal to the amount pumped and 
that there would be no additional ground water available from this source for 
increased supplemental supplies.” 

Regarding the statement about 110,000 acres having been withdrawn from the 
water conservancy district, testimony of Mr. Wayne Bennett and others at the 
hearings on March 21, 1957, indicated that much of this acreage would remain 
in the district. However, on the assumption that all of the lands mentioned 
in the newspaper accounts, which total 101,000 irrigable acres, were to remain 
outside the conservancy district, the effect on the project would be as follows: 

(a) The supplemental irrigation water made available by the project would 
be distributed over 221,000 acres instead of 322,000 acres, resulting in a total 
reduction in the average water shortage to about 8 percent of requirements. 

(b) No significant change in benefit-cost ratio, and only a slight increase in 
repayment period to reflect the relatively small reduction in assessed valuation 
of the conservancy district. 

The Bureau of Reclamation has no authoritative information as to whether 
the Twin Lakes Canal Co. will or will not sell its storage system and rights to 
municipalities. The latest information indicates that there is considerable 
difference between the asking price and the best offer received. The two 
municipalities involved, Pueblo and Colorado Springs, still consider the Frying- 
pan-Arkansas project an integral part of their development plans. 

Regarding the two resolutions reported to have been passed by the Western 
Slope County Commissioners Association on December 8, 1956, and the commu- 
nication from Mr. Lawrence E. Fress, wember of the Chaffee County Planning 
Commission, our comments under paragraph (1) above cover tie Bureau of 
Reclamation’s record of working closely with the designated State officials 
insofar as the desires and interests of the State are concerned. The Bureau 
of Reclamation has repeatedly pledged that operation of the Fryingpan-Arkansas 
project will be in accordance with the Operating principles and State laws of 
Colorado which afford full protection for all existing rights. 


Senator Carrott. May I say, Mr. Chairman, that from the stand- 
— of the alleged withdrawal of 110,000 acres, I think it is well to 
ave itin the record. I think we ought to meet it head on. We need 
toclarify this matter. And I know wecan doit. 
Senator ANpgrson. Mr. Bennett, I have here a telegram that I 
want you to comment on, if I may, at this time. And then we may 
take your testimony later. The telegram reads: 


It is our understanding that a delegate from this area— 
this is from Ordway, Colo.— 
in the person of a Mr. Wayne Bennett is to appear before your committee on 
behalf of the— 
T assume— 


“Fryingpan-Arkansas” bill. We wish to inform your committee that Mr. Bennett 
can in no way speak for nor represent a majority of Twin Lakes stockholders 
nor its board of directors. We question the legitability of the signatures Mr. 
Bennett may have in his possession as being in favor of the Pan-Arkansas bill. 


Twin LAKES STOCKHOLDER COMMITTEE. 


Do you have a statement in behalf of the Twin Lakes area, or did 
the Twin Lakes people reject the project? 


STATEMENT OF WAYNE BENNETT, TWIN LAKES WATER USERS 
OF CROWLEY COUNTY, COLO. 


Mr. Bennett. The people that I represent are a group of farmers 
who organized 2 weeks ago to promote the Fryingpan Conservancy 
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District in Crowley County. Our organization has been in effect 2 
weeks. 

And in reply to that question, I asked for the exact status of our 
association in Crowley County, and I would like to refer to a telegram 
that I received yesterday. 

Senator ANpERsON. Very well. 

Mr. Bennetr. I asked for the number of stockholders under the 
Twin Lakes system; those of under $2,000 valuation, which would be 
ineligible to vote in the district, and those over. 

Senator ANDERSON. You mean you have a property qualification 
for voting in America? 

Mr. Bennett. In the conservancy district. It is the law in Colo- 
rado that anyone with $2,000 or over valuation may vote in the district. 

Senator AnpErson. On a district matter? 

Mr. Bennett. On a district matter. 

Senator ANpERson. Do you not keep saying, “vote in the district”? 

Mr. Bennetr. You know, I am just a farmer, and when I get mixed 
up—all right. The photostatic copies show 120 stockholders under 
$2,000 valuation; 348 over; 140 nonresidents. We have 120 voters 
pledged. Only 10 contacted did not pledge. Many not contacted. 

Senator ANpERSON. You have then roughly 600 in all, 120 small 
stockholders and 348 over $2,000 and 140 nonresidents. 

Mr. Bennett. I beg your pardon. Out of that 348, 140 of them 
are absentee. 

Senator Anperson. Are nonresidents. 

Mr. Bennett. That is right. In other words, we have 348 eligible 
voters under our system. 

Senator ANpErson. And you have 120 members of this association 
that have been in existence for the last 2 weeks? 

Mr. Bennett. That is right. And these absentee landlords we 
have not contacted. 

Senator Anperson. And of the 120 people who are small individuals 
living in the district, who do not have $2,000 in valuation, what is 
their situation? Are they farmers? 

Mr. Bennett. Most of them are farmers, but they also—most of 
these have outside income. For instance, they worked in the Pueblo 
Ordnance Depot and in different jobs. 

Senator Anperson. Do you have a statement to make on this 
project ? 

Mr. Benner. The only statement I have is that—— 

Senator ANDERSON. Your péople favor it? 

Mr. Bennerr. My people favor it. And we feel confident that 
Crowley County, which is the Twin Lakes system, will vote to be 
included in the conservancy district and for the Fryingpan project. 

Senator Anprrson. Do you know anything about a rumor that the 
Twin Lakes people rejected the project / 

Mr. Bennerr. I certainly do. 

Senator Anprrson. What happened ? 

Mr. Bennerr. We have a group in Crowley County, whose only 
primary interest is keeping any supplemental water out of the valley 
in order to sell the Twin Lakes system to some municipality for a big 
price. That. is the answer. 

Senator ANpeRsoN. Sell water rights, you mean ? 
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Mr. Bennett. They want to sell our Twin Lakes system, our water 
rights, to Pueblo or Colorado Springs. That is their reason for ob- 
jecting to the Fryingpan. Because they feel if any supplemental 
water comes in, of course Pueblo and Colorado Springs will have the 
water, and they won’t be interested in our Twin Lakes water. 

Senator Anprrson. And was there a formal meeting of some kind? 

Mr. Bennett. There was no stock vote. There was a meeting 
called with Mr. Boustead and Mr. Ryan and the stockholders were 
invited to come to that. The conservancy district was explained. 
This other group were organized. They ran the meeting. The ques- 
tions were not fully explained. And on a standing vote—it was a 
standing vote only of the people who were there—it was, as I remem- 
ber, 54 against and 48 for. 

Senator Anperson. Are you a farmer? 

Mr. Bennett. I am. 

Senator ANpErson. Do you have any other occupation ? 

Mr. Bennett. No, sir. 

Senator Anprerson. How much land do you farm? 

Mr. Bennett. I own 160 and rent an additional 80; 240 acres. 

Senator ANperson. What kind of farming? 

Mr. Bennett. General farming: beets, corn, hay. 

Senator AnpErson. Do you favor this project? 

Mr. Bennetr. I certainly do. 

Senator Anperson. I have no other questions. 

Senator AtLorr. Your committee I do not think has had an oppor- 
tunity to contact all the people on this yet, have they ? 

Mr. Bennett. No; they have not. 

Senator Anperson. He made that quite clear. 

Senator Atxorr. I would like to offer into the record, and T think 
Senator Carroll has a similar letter, a letter from Mr. Reginald S 
Carey, president of the National Sugar Manufacturing Co., which 
has a refinery at Sugar City. Are there any others there? 

Mr. Bennett. No. 

Senator Atxorr. This letter reflects on this matter and endorses 
this project. His concern, of course, is with this Crowley County 
area that Mr. Bennett speaks of, because that is where he receives 
his sugar beets for refining. 

Senator Anperson. Without objection, this letter may be included, 
and the record will show a similar one is in the possession of Senator 
Carroll. 

(The documents referred to follow :) 

THE NATIONAL SUGAR MANUFACTURING Co., 
Denver, Colo., March 18, 1957. 


Hon, Gorpon ALLOTT, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR ALLOTT: I am sure you will be glad to learn that an organiza- 
tion, known as the Crowley County Improvement Association, has been organized 
by those of us who are in favor of continuing and improving irrigated agri- 
culture in Crowley County and whose immediate purpose is to further the forma- 
tion of a conservancy district, including Crowley County, which was left out at 
the first instance due to the opposition of the group who are in favor of selling 
the entire water system to one or more municipalities and who are opposed to 
anything else. 

Wayne Bennett, a well-know younger farmer, whom I think you know, is presi- 
dent of the organization. Wayne has headed up the Beet Growers Association 
in Crowley County for a great many years and he is planning to be in Wash- 
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ington Wednesday and will be available as a witness at the hearing before the 
Senate committee, in favor of the Fryingpan bill. 

Ray Moreland, who is the John Deere dealer in Ordway and was formerly 
our chief agriculturist, is vice president of the organization. Jack Womack is 
the secretary-treasurer; Charles Auckland is director-at-large, and the other 
directors are, primarily, younger farmers who want to stay in Crowley County 
and improve it. There is an advisory board of three, consisting of Harry 
Clinger, Herbert Schroeder, and myself, to function insofar as industrial water 
rights are concerned. Philip A. Danielson of the firm of Holland & Hart has 
been retained as counsel. 

We had a very successful meeting last Thursday night and I understand the 
plan is to start the circulation of petitions as soon as Wayne Bennett returns 
from Washington. 

There is no question, of course, about the sugar company’s position. We are in 
favor of anything that will produce more water for Crowley County because we 
have to have it to continue our factory in business. 

Sincerely yours, 
REGINALD S, Carey, President. 

Senator Atxorr. If the water was sold off of that land, what would 
become of that land ? 

Mr. Bennett. Crowley County would become a desert; that is all. 
Without irrigation, there is nothing left. In other words, it would 
mean the liquidation of the entire county. And we have an extensive 
area in grass, the dry land, we call it, where the cattle run. And they 
have said that if we would sell the water, the only thing left for the 
rest of the county is to consolidate with some other county. It just 
means the liquidation of Crowley County. 

Senator Atiorr. Thank you very much. 

Senator Carrotu. Just 1 or 2 questions for the record. What is 
Twin Lakes Reservoir? Where is it located ? 

Mr. Bennett. It is located above Leadville. 

Senator Carroty. And Leadville is in Lake County ? 

Mr. Bennett. That is right, sir. 

Senator Carro.ty. You are down in Crowley County, which is north 
and east of Pueblo. How far is that away from Twin Lakes? How 
far is Crowley County from Lake County ? 

Mr. Bennett. Oh, I think that is approximately 250 miles. I do 
not have it exactly. 

Senator Carrouu. In other words, some farmers and stockholders 
have water rights up in the Twin Lakes area, and that water is being 
used by the farmers of Crowley County ? 

Mr. Bennett. Yes, sir. 

Senator Carrott. And that water is very valuable. 

Mr. Bennett. It certainly is. 

_ Senator Carroiu. And they are trying to sell that water to Colorado 
Springs and Pueblo, that is, this group of stockholders? 

Mr. Bennett. That is correct. 

Senator Carroiu. And if that water is taken away from Crowley 
County, you say it will leave a desert / 

Mr. Bennett. Yes, sir. 

Senator Carrott. Now, on the other hand, if Crowley County 
farmers should come into this water conservancy district, and the 
Fryingpan-Arkansas is built, what will it do to Twin Lakes water, 
and what will it do to the supplementary water that comes in, as a 
result of the Fryingpan-Arkansas? 

Mr. Bennetr. Of course, the project, as far as our water rights 
are concerned, will not affect them in any way whatsoever. That is 
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part of the project. No existing water rights can be interfered with. 
So our present rights will be exactly as they are. But this additional 
water, which will be developed, will give us just that additional 
water that we need, that we feel will be the difference between a good 
crop and perhaps a crop failure. 

We have enough water to go practically through the year. But 
then there is a period we are short of water, and that is the time that 
this additional water would be of untold benefit. 

Senator Warkins. May I ask a question about the water you get 
from Lake County. Are you renting that water / 

Mr. Bennerr. No; we own that water. That is our water—Twin 
Lakes. Twin Lakes is a storage project. We have a tunnel through 
the Continental Divide that brings water across, and that is stored in 
Twin Lakes. We hold filings on Twin Lakes, and it is stored there, 
and as we need water it is brought down from Twin Lakes. 

Senator Warkrns. I assume there was some water up there some- 
body was not using and you rented it. 

Mr. Bennerr. No, we have filings on all of that. 

Senator Anperson. Thank you very much. 

Now may we come to the Bureau of Reclamation? What about this 
story that 110,000 acres have been withdrawn that appeared in the 
Pueblo Star-Journal and Chieftan on February 26, 19574 What 
about that ? 

Mr. DexHetImer. That was a rather informal] meeting, and while a 
majority of those present voted not to go into the conservancy district, 
we are not at all sure that that represents the majority of the farmers 
entitled to vote in that organization, the Twin Lakes Canal Co. And 
I have, Mr. Chairman, in the interest of saving time, some prepared 
statements to answer those eee and its effect on the project, to 
show the amount of irrigable land as 43,789 acres, total, in the Twin 
Lakes development, that are involved, if they should sell out that 
particular part of the water, and I would also like to state for the 
record that our understanding is that the stockholders of the Twin 
Lakes Co. have been trying for several years to sel] their water rights 
ata price which to date they have not been offered. I think the nearest 
offer they have had is about 50 percent of their asking price. And my 
understanding is that recently the cities of Color ado Springs and 
Pueblo have not taken any action toward purchasing those water 
rights. And even though that area should withdraw from the project, 
I think it would not interfere at all with the development. The other 
farmers in the areas that will be benefited by the additional water 
supply they would have that might otherwise go to Twin Lakes would 
find it very helpful, very welcome, and they would be very happy to 
pay the additional cost. 

Now, the other lands that are involved are below the John Martin 
Dam. That is in Las Animas County near the Kansas State line. 

Senator Atnorr. That is in Bent County. It is the town of Las 
Animas, but it is Bent County. 

Mr. Dexnetmer. Bent County, the town of Las Animas. That isa 
flood-control structure, and the farmers, some of them, downstream 
from that, get water because it is held back, and sometimes they get 
late season water, because it is held back for flood conggpol, and they 
divert. However, there is a canal, as you will see, north of that, that 
serves a large part of the lands even below John Martin Reservoir. 
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They would still be in the project, so far as we know, and would want 
water from the project and need that water. So that it is very ques- 
tionable whether, even though Twin Lakes pulled out, it would only 
amount to a little less than 44,000 acres. We do not know, as of this 
time, the exact position of some of these smaller areas below John 
Martin Dam—but it would not effect the feasibility of the project. 

Senator ANpErson. That is the point, Mr. Dexheimer, that I wanted 
to ask about. Suppose that all 43,000 acres are involved, pulled out, 
and had nothing to do with it. Would it affect the feasibility of the 
project in any way ? 

Mr. Dexuermer. Not in any way, even if the entire 110,000 acres 
pulled out of it, it would not affect the feasibility. In fact, I think 
the farmers above there would be delighted, because they would have 
the additional water. 

And I would like to also, if I may——— 

Senator ANperson. Let us take the statement you have and insert 
it in the record at this point. 

(The document referred to follows :) 


STATEMENT oF W. A. DEXHEIMER, COMMISSIONER, BUREAU OF RECLAMATION 


As Assistant Secretary Aandahl reported, legislation similar to that now be- 
fore you to authorize the Fryingpan-Arkansas project was considered in the 84th 
Congress, reported favorably by the Interior and Insular Affairs Committees of 
both Houses of the Congress, and passed by the Senate. It was my privilege to 
accompany the President on two separate occasions over this project—the more 
recent time being last January when he made a tour of the critical drought areas, 
after which he reiterated his support of this project and recommended its con- 
struction in unmistakable terms in his annual budget message. 

In our previous appearances considerable emphasis was placed by those who 
oppose its construction on minor aspects and secondary effects of the project, 
which tended to obscure its basic justification and desirability. We think those 
issues were convincingly disposed of by this Committee during the last Congress, 
and hope at this time that attention will be focused on the important local, re- 
gional, and national benefits which would accrue through operation of this project. 
The need for the water which will be imported, conserved, and regulated has been 
highlighted by the drought which has plagued the Arkansas Valley, and the 
desperate measures being considered by the cities to assure themselves adequate 
water supplies. The irrigated area in the Arkansas River Valley in Colorado, 
famous for its specialty crops, is chronically short of the water needed to main- 
tain its present state of agricultural development and to meet the growth of its 
cities and industries. 

The situation is so severe that the cities have been negotiating with the owners 
of established water rights for irrigation to buy their water if the Fryingpan- 
Arkansas project does not materialize. The project involves the diversion 
of water from headwater streams of the Colorado River, through the Continental 
Divide to the Arkansas River. It will divert only surplus waters on the 
western slope, under carefully negotiated criteria which assure that the present 
and future developments in that area will not be foreclosed. Together with 
native Arkansas River waters, the imported supply will generate 505,000,000 
kilowatt-hours of electrical energy annually, and, regulated in project reservoirs, 
will reduce existing severe shortages to within tolerable limits of the presently 
inadequately irrigated lands in the Arkansas Valley. Project reservoirs will also 
be designed to serve multiple purposes of fiood control, municipal and industrial 
water supply, fish and wildlife conservation and enhancement, and recreational 
use. Through a conservancy district organization, city residents, business 
and industries which receive secondary benefits would aid the water users and 
power customers in repaying the reimbursable costs of the project. 

Some additional detailed studies have been conducted in the past year which 
have led to refinement of the plans and estimates as previously reported, without 
any significant change in the major features, purposes, or feasibility of the 
project. 
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The Bureau of Reclamation’s regional office in Denver, and the area planning 
office in Pueblo, Colo., have been responsible for the planning activities on the 
Fryingpan-Arkansas project. I would like to ask Mr. J. L, Ogilvie from the 
Denver office to summarize the present status of the project plan and to answer 
any questions on details the members of the committee may wish to ask. 

I solicit early and favorable action by this committee on the pending legislation. 
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STATEMENT BY BUREAU OF RECLAMATION, Marcw 21, 1957 


EFFECT ON PROJECT PAYOUT OF OMISSION FROM CONSERVANCY DISTRICT OF LANDS 
IN CROWLEY COUNTY UNDER THE TWIN LAKES RESERVOIR AND CANAL COMPANY 
AND LANDS IN BENT AND PROWERS COUNTIES BEING IRRIGATED BY DIVERSIONS FROM 
ARKANSAS RIVER BELOW JOHN MARTIN RESERVOIR 


The omission of Twin Lakes lands in Crowley County and portions of Bent 
and Prowers Counties consisting of lands diverting from the Arkansas River 
below John Martin Reservoir would reduce the total assessed value of the con- 
servancy district from about $394,719,000 to $372,265,000—a loss of 5.7 percent 
These figures are based upon valuations reported by the Colorado State Tax 
Commission for 1956. 

The reflection of this reduction in the conservancy district and the tax proceeds 
that would accrue to the project would cause less than one year’s extension 
of application of net power revenues to repay irrigation costs and no extension 
in time of payments by the conservancy district. In other words, the surplus 
of power revenues of $1,158,501 shown to accrue in the 54th year of the payout 
study would necessarily be used to apply on iirigation costs as on offset to the 
reduction in tax proceeds aplied to irrigation. In addition, there would remain 
a small unpaid balance of irrigation costs of $170,999 at the beginning of the 
55th year of study. The latter amount would take about 9 percent of the net 
power revenues arising in the 55th year. 

As the full effect of omission of lands in Crowley, Bent and Prowers Counties 
would be less than 1 year’s additional use of power revenues to repay irrigation 
costs, it follows that omission of part but not all of these lands would have a 
lesser effect upon payout. In the latter case the surplus of power revenues 
accruing in the 54th year probably would be more than sufficient to offset any 
loss in irrigation revenues. 

ci reduction in 1956 assessed values by counties is shown in the following 
table: 





| 








County Proposed | Reduced 
district | district 
| | 
a WLS 2, SNe athe RSs ces - EMMA enh sansabdadecdtsbumndmerebeese | $140, 935, 743 | $140, 935, 743 
lei deennienat tnt ieee al: te ha A re Rec: Pete : 6, 271, 165 | 6, 271, 165 
esa 2007 ses UL Lei. eos eee ape ches lies | 11, 400, 714 | 11, 400, 714 
ig Ea caddie din neghinneoupdaigldn se sesm andesite ppiinde ornip igs 20, 709, 839 20, 709, 839 
ee ae Eee eee Se LES obtne scn cage pecasdecuuthpas | 141, 043, 524 | 141, 043, 524 
CE abn odo sulin ci tle ee nietcbate betes dees cedbecnseavend bo teihi. pit 5, 864, 254 | 1 1, 255, 420 
COOMA Li i is ISL clietoli als bij dsb e 35, 879, 995 | 35, 879, 995 
NE Be i lel Antena dend dele lies ated did) = dabinebhda ssh} iba’ biden tate 11, 362, 957 | 2 10, 859, 000 
Neen Nn ents 21, 250, 334 | 3 3, 910, 000 


Petals Ie. daewliinsiond cud nalihit~ dddctn sands sasid~ dae) 394, 718,525 | . 4372, 265, 400 





1 Includes only towns of Crowley and Ordway. 
2 The town of Prowers and small areas being irrigated by Fort Bent, Colorado-Kansas, and Keesee Canals 
are omitted. 
Oe Main omissions are Amity Canal lands and Lamar. Area retained is limited to lands under Fort Lyon 
anal. 
4 Reduction of 5.7 percent. 


It is expected that the valuation of the reduced district would gain in future 
years at the rate of $7,900,000 annually—the same as reflected in the present 
studies. As the future growth will arise largely in the form of urban and 
industrial gains the rural areas omitted in this analysis would not bring about 
a reduced rate of growth. 

Allowance is made for a gradual application of the district tax levy during 
the project construction period. The total net irrigation revenues arising in this 
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period would drop from $1,916,990 under the proposed district. to $1,797,090 
under the reduced district—a loss of $119,900. In addition, the loss in anaual 
irrigation revenues would be $22,400 over the 54-year repayment period accumu- 
lating to a total of $1,209,600. Hence the total reduction in irrigation revenues 
would be $1,329,500. Comparing the surplus of net power revenues accruing in 
the 54th year of the present study of $1,158,501 there would remain an unpaid 
balance of irrigation costs amounting to $170,999 in the 55th year. 

A recapitulation of the effect of the reduced conservancy district on project 
payout is shown on the next page. 





























Recapitulation 
Ck ttre PEI ET ENTE T TTT Tree ye Shore ett te 
Assessed District Applied to | Applied to 
Fiscal year value Total levy | expense Net levy | municipal | irrigation 
water costs costs 

WORE ict. rnin bediiés dice | a 13% MD sd idgs ct jccedl 6 nn <scpens = ee. He eceere ch bak gs kstabihcing sh Xe 
i | 435, 465, 000 $350, 000 | $40, 000 $310, 000 $222, 000 $88, 000 
Os de cali d. adds hed | 443, 365, 000 375, 000 40, 000 335, 000 222, 000 118, 000 
chee | idee ket. 451, 265, 000 | 400, 000 40, 000 360, 000 222, 000 138, 000 
Pn noe bia ee cee 459, 165, 000 425, 000 40, 000 385, 000 222, 000 1638, 000 
SOG 5 5 ce £35451 56356) ~2- | 467, 065, 000 450, 000 46, 000 410, 000 223, 000 187, 000 
hake ge chien as nl elbiencthaalns nay ne | 474, 965, 000 475, 000 40, 000 435, 000 223, 000 212, 000 
Total end of construction. mee, 2, 475, 000 | 240,000 | 2, 235, 000 1, 334, 000 901, 000 
Revenue from water sales duri ing construction period = $83 S40 6b Jn dahecck Ghd deeds bebe bsiepas 1, 058, 880 
Less O. M. and KR. Guring gonstruction period... ,.. . dap in ab. cece acc pepe eec nd feccabipe lowe —162,7 90 


Total net irrigation revenue during construction period___.......---.-..-. ee a 090 
Net revenues from water sales and tax proceeds: | 





Present payout study 1971 to 2024 (54 years)_.-.......- Aa Ke CHIE 46, 964, 656 bd biids: . dies 
Loss in tax. proceeds ($22,400 54 years) .............. dhveieskattnnkbiiecedil 1, 209,600 | 45, 755, 056 
Total payments by conservancy district.........-....2.22222-2 24.2222 fl 47, 552, 146 
Coats IG OREOG 20: Wr OO OO oie cintni minds retenttiwen en indies dr iteadienntaeabie ee 67, 069, 000 
Balance repayable by power revenues___.............-......-.--.------ ~ OLS EST. SE ae 19, 516, 854 
Repayable by power revenues in present study-......--.-.--.---.---------------- RET, BR Bie cepapnns 
Surplus of power revenues in 54th year of present study-_-.........-.-..---..----- Sp A thine 
Deficit in 55th year to be paid by power revenues._.........-.....-.--+-.-------- 170, 999 | 19, 516,854 


Mr. Dexuermer. I would like, if I may, Mr. Chairman, to insert 
also an excerpt from a statement by Dr. Shaw of the Department of 
Agriculture, before the Appropriations Committee this year regard- 
ing the possibility of surpluses, and so on. I think that would be 
appropriate at this point. 

Senator ANpeRsoN. He is a very able and fine man in the Depart- 
ment of Agriculture here in Washington. 

(The statement referred to follows :) 


EXCERPTS FROM GENERAL STATEMENT OF Dr. B. T. SHAW, ADMINISTRATOR, 
AGRICULTURAL RESEARCH SERVICE * 


Each minute that I talk with you, our population increases by 5 or 6 persons, 
‘Tomorrow at this time our numbers will have grown by 7,000 to 8,000. 

It is estimated that to meet the needs of this expanding population, farm 
output must increase 25 percent by 1975, 

It this increase were to come by simply farming more areas, it would be neces- 
sary to boost cropland by 100 million acres; pasture and rangelands by 300 tail- 
lion acres. In reality, we will add very few acres to our productive lands within 
the next two decades. The likelihood is that we'll add not more than 30 million 
acres to our total cropland; we'll lose about 25 million acres of our pasture and 
rangeland. 

We must remember too, that we are still fighting an uphill battle against soil 
loss through deterioration, erosion, and watershed damage. 

Water offers similar problems. 





1P. 364, Department of Agriculture appropriations for 1958, hearings before the sub- 
committee of the Committee on Appropriations, House of Representatives, 85th Cong. ist 
sess. 
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It is estimated that there is only enough extra water in the West to irrigate 
16 million more acres. In the humid region, where farmers normally depend on 
rain, they currently lose one-third of the water as runoff. 

Without a doubt, research can do much that will help farmers protect their 
soil and water. For example, soil scientists believe that it’s ultimately possible 
to eliminate the loss of soil by wind and water erosion. 


Senator Anperson. Very well. Any other questions? 

Senator Atuorr. Yes. I think this has raised several questions we 
should ask. : 

Senator Anperson. | am going to ask Senator Carroll to take over 
at this point, because of a long-standing previous engagement. I do 
want to say that some questions have been raised about the fact that 
Colorado Springs was charging or about to charge $1,250 an acre for 
bringing any land adjoining Colorado Springs into the section, and 
therefore it would. get a very substantial windfall from this project. 
Not wishing to introduce this situation into the hearing cold, I pre- 
sented the matter to Senator Allott and asked him what understand- 
ing of the situation he has obtained from the city of Colorado Springs, 
its eity manager. I think they have supplied very complete discus- 
sion of this in answer to the question. And if Senator Allott does not 
mind, I would like to insert that in the record at this point. 

Senator Attorr. That is perfectly satisfactory, Mr. Chairman. 

(The document referred to follows :) 

Marcu 12, 1957. 
Hon. Gorpon ALLortT, 
Senate Office Building, Washington, D. C. 

Deak SENATOR ALLOTT: In answer to your several questions by telephone to me 
yesterday with reference to the policy of the city of Colorado Springs for the 
extension of water service into new areas, please be advised as follows: 

By Supreme Court ruling, water service extensions outside the city limits of 
any Colorado municipality are not regulated by the State Public Utilities Commis- 
sion, but are under the complete jurisdiction of the municipality. In Colorado 
Springs our only regulation by charter is that any water delivery outside the city 
limits shall be from surplus water. This is of course a ‘cifficult provision since 
it may be at the time the extension is made that there is surplus water, and then 
at a later date when it is still being used, the water may not be surplus. How- 
ever, because of this provision, the city has taken its stand that the regulation 
and restrictions of water outside the city may be more severe or different from 
those inside the city. This differential of rates and regulations is generally 
prevalent throughout Colorado, 

Tor years up to approximately 1950, the city of Colorado Springs had an estab- 
lished line approximately one-half mile outside the city limits beyond which 
water was not extended except in an area north of the city called the Northfield 
system, which had been purchased by the city and in which area the city acknowl- 
edged to a certain extent its responsibility for providing service. 

In 1950-51, following World War II, Fort Carson, or Camp Carson as it was 
known at that time, was expanding and housing for military personnel became 
very critical. Mr. Edward Hayes began a development south of the city and 
outside of the city’s water boundaries which was promised as low-cost housing 
for Fort Carson personnel. Based on the need and on the promise of housing, 
the council entered into a contract with Mr. Hayes to furnish his area with a 
maximum of some 900 acre-feet of water per year for his proposed development. 
Mr. Hayes did not get into production of the proposed housing, and the military 
housing problem became more critical so that a new development south of the 
city called Stratton Meadows was inaugurated by Robert E. Alexander and 
Wilbur G. Hanes. They obtained Government support in their project and the 
city council, under urging from the chamber of commerce an‘ the military, drew 
a contract with Mr. Alexander for some 200 acre-feet of water per year if this 
development, which came from the 900 acre-feet above mentioned, proceeded 
immediately. They proposed to build some 500 houses initially with the water 
allocated to them. Their development proceeded so rapidly and successfully and 
answered the military’s need so completely, that rather than 500 houses being 
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built, they finally arrived at some 1,215 houses, and additional water for this 
development became necessary. Through an agreement with Mr. Hayes, the city 
agreed to furnish a sanitary outlet for the sewage system from his development, 
if he would release from. his contract an additional 200 feet of water which 
would then be made available to the Stratton Meadows project.. At the same 
time, Mr. Hayes relinquished 200 feet back to the city, This was done and as 
above mentioned, the Stratton Meadows development proceeded to its present 
size. Both of these contracts were outside the present established water limits 
of the city, and were an innovation from past and future policy. However, 
the results of both developments were to the advantage of Colorado Springs and 
the military population, and cannot be considered in any way as special favorit- 
ism to anyone or to the advantage of any councilman voting for the contract. 

By 1954, the growth of the military establishments, including the Air Academy 
in Colorado Springs, and the growth of the civilian population had proceeded 
to such an extent that the present supply of water derived from the north and 
south slopes of Pike’s' Peak became critically insufficient. A proposed 10-year 
program to bring additional water from the western slope to Colorado Springs 
was telescoped into a 3-year program and the utilities department, backed by its 
gas and electric divisions, issued revenue bonds in the amount of $20 million 
to finance the water acquistion program and other expanding utility needs. 

From studies made by consulting engineers and our own staff, it appears that 
at the rate of growth presently occurring, this additional supply from the western 
slope would meet the growing needs not later than 1962 to 1964. If additional 
growth occurs, then an additional supply from some third source would have 
to be acquired. One of the additional sources being considered is the Fryingpan- 
Arkansas project which would supply some 10,000 acre-feet of water. 

Because of the substantial expense incurred by the city in procuring its new 
source of water from the western slope, and because of the numerous applications 
being received by the city to extend water service in various areas outside its 
water-service area, a definite policy established by the city council in connection 
with water extensions was immediately necessary. The council appointed a 
study committee consisting of some 15 well-qualified citizens and members 
of the city utilities department and the council, living both inside and outside 
the city. This committee took its job very seriously, and following 2 weeks of 
almost continuous meetings, came up with a recommended water policy, which 
after due deliberation and with a few minor changes, was unanimously adopted 
by the council. 

This policy in brief stated that no water would be extended outside the present 
water boundaries as previously established to new residential areas until that 
area had been annexed to the city of Colorado Springs; that the council reserved 
the right to extend water on request to Federal-, State-, and county-owned 
installations and to industries that proposed to make the Colorado Springs area 
their home; and that in all areas outside the present water districts, whether 
said area was incorporated by annexation or received water because it fell 
in one of the above categories, payment to the city for making water available 
would be at the rate of $1,250 per acre of land so served. The reason for this 
charge was twofold: (1) To assist in the repayment to the city of acquiring 
additional water sources and delivery occasioned by the additional expansion 
and cost to the city as above mentioned, approximately $1 million per 1 million 
gallons per day of water demand; (2) that land without water was almost 
without value but with water was worth from $2,500 to $5,000 per acre. The 
council felt that part of this profit should be returned to the taxpaying owners 
of the utilities department who had in the past paid through general obligation 
bonds for the original water distribution system, and were now paying increased 
water rates because of the need to go to the western slope production area. In 
addition to the aforementioned reasons for the $1,250 charge, it can be stated 
that many other Colorado cities are making similar charges to outside areas 
for water service. 

The above water policy, as adopted by the city council, has .been adhered 
to in every respect, and while the council has looked with disfavor on large 
acreage annexations because of the responsibility the city assumes in furnishing 
water and in tieing up water sources, yet in no instance has the council refused 
any reasonable request for annexation. 

At the present time, there is hardly a council meeting when there is not 
a request for some annexation, and only in cases where protests from the annexing 
area have been sufficient to cloud the issue, has there been any problem in this 
regard. Water in Colorado, as you know, is the No. 1 prerequisite for the 
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development and sale of property and undoubtedly the most controversial, the 
most difficult, and the most talked-of problem facing the city administration 
today. Undoubtedly there are those who question the wisdom and honesty of 
the council in its water-policy decisions. However, having served with the 
council for the past 5 years as its manager, I sincerely and honestly believe that 
in every instance, the council’s action in connection with water expansion has 
been for the benefit of the Pikes Peak area, and in no instance, has there been 
any selfish motive by any single councilman in promoting or in adopting any 
measures in connection with this problem. 

The city of Colorado Springs has progressed a long way during the last 5 
years in solving its most critical water problem. However, as above mentioned, 
Colorado Springs cannot continue to grow beyond 1962 to 1964, without acquiring 
additional supplies. The Fryingpan-Arkansas project, as proposed by the Bureau 
of Reclamation, would help a great deal in solving this future problem. 

Very truly yours, 
JOHN M. Biery, City Manager. 

_ Senator Auort. I believe that Mr. Biery’s letter explains the situa- 
tion very well, but in order that the record may be perfectly clear on 
this point, I should like to point out that the use of annexation charges 
by cities, although a somewhat new development, is a widespread one 
and is not peculiar to Colorado Springs. I should like to have made 
part of the committee’s files, but not necessarily a part of the record, 
an article from the January 1956 issue of Western City where the 
prevalence and reasoning for such charges made by many California 
cities is discussed. ; 

Senator ANpERsoNn. Without objection, it is so ordered. 

Senator Arsrr. An article in the National Municipal Review of 
January 1956 by Mr. P.N. Royal, notes that— 

I am thoroughly convinced that no city can afford to overlook the fact that 
annexation of a purely residential area is a financial loss, taxwise, for many 
years to come, possibly it may never pay its way; and any city which annexes 
substantial fringe areas without first having studied carefully the cost and extent 
of the services to be provided these areas and the income to be derived therefrom 
is courting disaster. 

Further on this point, the Municipal Year Book for 1956, published 
by the International City Managers’ Association, summarizes at pages 
43 through 46, their survey of annexation which shows that 156 towns 
and cities over 5,000 population annexed more than one-quarter square 
mile of area during 1955. The city officials of more than four-fifths 
of these cities indicated that the annexed areas will not in the immedi- 
ate future pay the costs of services and capital outlays required in such 
sections. Many of these municipal officials questioned whether these 
areas would ever pay their own way. 

Senator Carrotu. If we cannot finish by 1 o’clock, is there any par- 
ticular time you would want to reconvene? 

Senator Anperson. At 2 o’clock. 

Senator Atrorr. I want to express my appreciation to you for your 
time. I realize that you are very busy. ; 

Mr. Dexheimer, I do not suppose that you have had an opportunity 
to examine the statement of Mr. Olson as yet? 

Mr. Dexuetrmer. No, sir: I have not. 

Senator Atxort. In it he makes this statement: 

The project will bring supplemental irrigation to only 921 farms at a cost of 
$65,000 per farm or over $500 per acre. 


I wonder if you or Mr. Ogilvie would comment on that? 
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Mr. Dexuermer. In our analysis, we have 4,000 farms under the 
project, and the costs for the irrigation development would be about 
3200 per acre. 

Senator Attorr. Now with respect to the accuracy of your figures, 
the Bureau of Reclamation has been going into this matter for over 
10 years, have they not? 

Mr. Dexuermer. Yes, sir. 

Senator AtLorr. Now another statement he makes, under para- 
graph 5: 

The Department of Agriculture has opposed the plan and recommends the 
proper controlling of Arkansas River water, which already floods without adding 
any Colorado River water to it. 

Now, I might say that as a long-time, a lifetime resident of the 
Arkansas V alley, this is so ridiculous that it hardly bears contra- 
dicting, but I would like to have your testimony with respect to this 
particular statement. 

Mr. Dexuermer. Well, of course, we think it is ridiculous, too, And 
I might refer you to the letter I believe the chairman introduced into 
the record from the Department of Agriculture, endorsing this project. 
So that statement does not seem to be at all factual. 

Senator Warkins. How much water do you actually add to the 
Arkansas? 

Mr. Dexnermer. Well, by saving water that otherwise would be 
lost and, importing about 69,200 acre-feet from the western slope, 
average, annually, we gain 185,000 acre-feet average annual addition. 

Senator Warkrxs. And that would not be released all at one time 
anyway. 

Mr. Demuetmer. No, sir. The main purpose is to withhold that 
high runoff that causes flood until it is needed for use in the cities and 
in growing crops. 

Senator Anzorr. That is one of the primary purposes also of the 
Pueblo Dam; is it not? 

Mr. Dexuermer. Yes, sir. 

Senator Warkins. As a matter of fact, that is a small amount of 
water compared to the total amount of water involved in those rivers. 

Mr. Dexuermer. That is correct. 

Senator Atiorr. Now, paragraph 5 of Mr. Olson’s statement refers 
to certain projected developments upon the western slope. Do you 
know what percentage of the water allocated to Colorado this particu- 
lar project would be ¢ 

Mr. DexHermer. Water allocated out of the Colorado River system ? 

Senator AtLorr. Out of the Colorado River system. 

Mr. Oattvre. A ratio of 3 million acre-feet to 69,000 acre-feet. That 
would be the ratio. It would be about 2 percent. 

Senator Warkins. It would only take 69,000 acre-feet out of the 
Colorado? 

Mr. Octtvie. Yes, sir; average annually. 

Senator Atvorr. And was any provision made for set-asides in plan- 
ning this for present or future use? I know the present uses are taken 
care of, but for the future uses of the western slope ¢ 

Mr. Dexnermer. Very definitely. In the operating criteria that 
are set up, Mr. Crawford of course is much more familiar with than 
I. As between various interests in Colorado, these criteria were 
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agreed upon, approved by the Colorado Water Board, and this project 
would be operated in complete compliance with those criteria. 

Senator Arxorr. Is not that figure 300,000 acre-feet that has been 
set aside for that? 

Mr. Dexuermer. For the west slope development ? 

Senator Atxorr. Yes. 

Mr. Dexnetmen. I believe that is correct, yes. 

Senator Atxorr. And I believe that includes oil shale and industrial 
development does it not? 

Mr. Dexuetmer. For whatever purposes may develop there for its 
use, as determined by the people of the western slope. 

Senator Auuorr. I think, Mr. Chairman, that is all for the moment. 

Mr. Crawford, who is here, I understand wants to testify this morn- 
ing. And he also can answer some of these questions which have been 
raised. And I would like to put him on if we could. 

Senator Carrot (presiding). Fine. I want to ask Mr, Dexheimer 
a few questions. 

Assuming the project is authorized by the Congress, and your repay- 
ment contracts are secured, what would be the first thing that the 
Bureau of Reclamation would do? Where would you first build? Is 
there a provision, a policy, whereby you will protect the water of 
the western-slope people ? 

Mr. Dexnetmer. There very definitely is that policy, Senator Car- 
roll. We would, first, start probably the Pueblo Dam. Because a 
large part of the water is running away during flood season. We 
would want to capture that as quickly as we could and then proceed 
with the other works as soon as possible, appropriations and planning 
being available to do so, to develop the rest of it. 

Senator Carroty. But the waters of which you speak, impounded 
at Pueblo, have nothing immediately to do with any diversion water as 
I look at the map. What I had in mind is, do you have a retaining 
reservoir near Aspen to protect the interests of the western slope / 
What is your policy with respect to that? 

Mr. Dexuetmer. Well, we would also build the Aspen Dam and 
Reservoir just above the town of Aspen for capturing excess flows 
there and regulating the flows downstream from that, and I think in 
such a manner they would be improved at that point. 

Senator Carrot.. In other words, that dam is being built to retain 
the water there for future use for the people of the western slope, but 
as I understand in this bill without a cent of cost to them. 

Mr. Dexnermer. That is correct. 

Senator Carrouu. Is that not similar to the Green Mountain Dam 
on the Colorado-Big Thompson ? 

Mr. Dexuetmer. Yes, sir. 

Senator Carroti. And if my memory serves me correctly, if in 1954 
they had not had water stored in the Green Mountain area, they would 
have had no water for Grand Valley in that drought period. 

Mr. Dexuermer. Yes, sir. 

Senator Carroii, Will there be any diversion of water until you 
have impounded waters in Aspen Reservoir for protection of the 
western slope ? 

Mr. Dexuermer. No, sir, there would not be. 

Mr. Oetitvm. May I expand just a little bit on that? 

Senator Carroty. Yes; please do. 
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Mr. Octrviz. Where the western slope representatives, the eastern 
slope representatives, and other representatives in the State of Colo- 
rado agreed to that very fact, that there would not be a diversion to 
the east slope until such impoundment had been made in Aspen 
Reservoir. 

Senator Carrotu. That is what I wanted to make very clear in the 
record. 

Let us go back for a moment to this 110,000 acres, because I think it 
will be very valuable to have the record very clear on this matter. Let 
us take the worst assumption, that Crowley County and a portion of 
Bent County and a portion of Prowers County declined to come in 
the district, if the farmers decided not to come into this district: Do 
I understand it to be your testimony that the other farmers in the 
district would be better off because oF the short supply of water? Is 
that your point? 

Mr. Dexuermer. Yes, sir; they would have a little better water 
supply than they would have otherwise. And that would make them 
that much better off in their crop production. 

Senator Carroxiu. In other words, as Senator Allott has said, this 
is supplementary water, and therefore very valuable. There are 
ample takers of the water? 

Mr. Dexuermer. Yes, sir. 

Senator Carrot. I think that ought to be very clear in the record. 
And it is a fact that the possible withdrawal of 110,000 acres from 
the conservancy district does not interfere in any way with the eco- 
nomie feasibility of this project ¢ 

Mr. Dexuermer. That is correct. It would not affect it at all. 

Senator Carroti. And you now take that into consideration, as you 
have testified before this committee. And if there was a withdrawal, 
you would still be in just as good shape as you were before. 

Mr. Dexueimer. That is correct. But we do not anticipate that 
withdrawal when the time comes to vote actually on it. 

Senator Carrotu. I have previously referred to the Colorado-Big 
Thompson. I will say to the Senator from Utah that this is almost 
what happened in that project. Boulder County did not want to 
come into the district, and it was only a very short time until they 
came in on bended knee begging for the water, and the conservancy 
district finally approved their request and admitted them to the dis- 
trict. Isthat not true? 

Mr. Dexuetmer. That is correct, and we now are supplying them. 

Senator Warkins. I would like to say, Senator, that over in Utah 
when we built the Provo River project, we had a desperate time to get 
enough subscribers. Many cities and towns south of Salt Lake City 
said “No,” they did not need the water, and they were not interested. 
When we got the project underway, Salt Lake City then came in for 
a large portion of this water, and after we got the thing rolling and 
going, we had a regular battle on our hands to keep these other cities 
and towns from going into court to try to force us, somehow or other, 
to let them in on that subscription, on that water right. And, of 
course, the regret of their lives is that they did not come in. But they 
were all given ample opportunity, and they would not come in at all. 
And we have had the same thing in Utah County farther south. 
A number of the farm organizations dropped out and irrigation com- 
panies dropped out, and now they are very, very sorry they did not keep 
all the water in Utah County, which they could have done. 
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Senator Carrot. I am glad to have that in the record, because that 
is the history of these things. When the project is successful, they 
all want to come in, and they come fast. There is no doubt in my 
mind about that. 

Senator Warkins. I had a 3-year fight to get enough signers to guar- 
antee the repayment of this contract. In the years before that, they 
had had the project authorized, and they could not get the farmers 
and the cities and towns to take it. It failed for lack of people to sign 
a repayment contract. And now they are fighting over it to see who 
will get the water. 

Senator Carroiu. I am very happy to have the remarks of the dis- 
tinguished Senator from Utah for the record. 

As a result of the questioning by Senator Allott, on a number of 
these paragraphs in Mr. Olson’s statement, it it apparent to me that 
there are many conclusions here that are unsupported by any fact, 
especially since we have gotten a full discussion of this alleged with- 
drawal of 110,000 acres.- Mr. Olson had a perfect right to testify and 
a perfect right to make this presentation, but certainly his testimony 
is not supported by fact, and in my opinion, as I have heard the testi- 
mony, there is no foundation to the charges contained therein. 

Senator Atuorr. Mr. Chairman, as long as we have these gentlemen 
here, I would like to run through the chief points of this with Recla- 
mation, because some people may raise these. 

First of all, I would like to ask this: I would like to have what the 
present deficit of water in the Arkansas Valley is, if you have it, 

Mr. Ociivie. The present deficit at the headgates is 35 percent. 

Senator Atxorr. And if all of this land remained in, and the diver- 
sion occurred, what would be the deficit ? 

Mr. Ociivie. We would reduce the 35-percent deficit to a 16-percent 
deficit, or possibly 17 percent. We would cut it in half. 

Senator Atiorr. And in the event all of the land which has been dis- 
cussed here should withdraw, by any chance, what would the then 
deficit be? 

Mr. Ocrivie. The deficit would be further reduced, and we estimate 
that we would have an 8-percent deficit on lands served in the project. 

Senator Anxorr. Even if all of these lands in Crowley County and 
Bent County and Prowers County went out, there would still be a 
deficit of 8 percent ? 

Mr. Octivie. Yes, sir. 

Senator Anxorr. In water? 

Mr. Oativie. Yes, sir. 

Senator Auxiorr. Now, taking the statements that have been made 
here, I think we should permit you to comment on them, because the 
Bureau are really the only people who can comment on most of these 
No. 1 was: 

Although the bill calls for $160 million, no small sum in itself, by the time this 
amount is paid back over 59 years without interest, total cost to the taxpayers 
will be $500 million. 

Senator Carrori. Is there any foundation to that statement? 

Mr. Dexnermer. No, sir. The figures are entirely misleading. 
The costs, of course, of municipal water, industrial water, and com- 
mercial power are paid back with interest, within 44 years, I believe 
it is, and the other costs within the balance of the period, and the 
entire cost is paid back. 


FRYINGPAN-ARKANSAS PROJECT, COLORADO 75 


Senator Warxkiys. Does that even include the little reservoir you 
were talking about? 

Mr. Drexuetmer. All those costs that are reimbursable; yes, sir. 

Senator Carrouu. If I may suggest at this time, to save time, which 
would be very helpful, would you be willing to take this statement 
and give us an,analysis, paragraph by paragraph, as these exag- 
gerated statements are oa And then we can insert them in the 
record at this point, as explanatory of the view of the Bureau of 
Reclamation. 

Senator AtLorr. That would be satisfactory to me. I do not think 
we should let this go by without giving the Bureau a chance to 
answer it. 

Senator Carrot. Without objection, you will prepare an answer 
to this statement of Mr. L. K. Olson. The Bureau of Reclamation 
will submit a statement, paragraph by paragraph, answering the as- 
sumptions contained in this article. 

Mr, Dexuermer. We would be most happy to do that, Senator. 
And I would like also to call your attention to the fact that the 
material I submitted for the record gives in more detail the break- 
down of what would happen if these lands withdraw, and its effect 
on the project, and I think that might be helpful in the committee’s 
consideration of that. 

Senator CarroiL. It might be well at the same time to. put your 
statement in the record following the telegram from the Pitkin 
County group in which they allege an acreage withdrawal. I think 
your statement will be an adequate answer. (See pp. 58, 65.) 

Is there another witness, Mr. Crawford, present here? 

Will you come forward, please? 

We only have about 23 minutes here, and we want to give every wit- 
ness a chance to testify today if we can. We do not want to shut 
them off. 

Mr, Crawford, will you state your name, please ? 


STATEMENT OF IVAN C. CRAWFORD, DIRECTOR, COLORADO WATER 
CONSERVATION BOARD 


Mr. Crawrorp. Mr. Chairman and members of the committee, my 
name is Ivan C. Crawford. I am a director of the Colorado River 
Conservation Board, an official agency of the State of Colorado 
charged with the duty of conserving, developing, and protecting the 
water resources of the State. I appear here as a representative of 
the board. 

Now, I have a written statement and that will take me about 3 or 
4. minutes to read, and I would like to read that first, if I might. 

Senator Carro.u. Go right ahead, Mr. Crawford. 

Mr. Crawrorp. The official actions of the Colorado Water Conser- 
vation Board with regard to this project are recorded on pages 77 
to 89, inclusive, of Fryingpan-Arkansas project, Colorado, hearings 
before the Subcommittee on Irrigation and Reclamation of the Com- 
mittee on Interior and Insular Affairs, United States Senate, 84th 
Yongress, 1st session, dated March 16, 17, and 25, 1955. No action 
relative to this project has been taken by the board since the wnani- 
mous approval there recorded. 
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Inasmuch as the subject of ground water is receiving much atten- 
tion from the present session of the Colorado Assembly, I should 
like to place in the record a brief statement of this subject as it 
applies to the Arkansas River. 

It has been estimated that there are somewhere between 1,200 and 
1,400 irrigation wells in the alluvium and terrace deposits of the 
Arkansas River drainage basin inclusive of the drainage basins of 
tributary streams. These wells produce an estimated 215,000 acre- 
feet. per annum which becomes a supplemental supply for more than 
130,000 acres of land. Other than these estimates, but few data are 
re ee concerning the extent of the ground water development in 
this area. 

We do know that the recharge is largely from surface water used 
in irrigation and that there appears to be only a moderate lowering 
of the water table. Such a condition indicates that the recharge 
is about equal to the amount pumped and that there would be no addi- 
tional ground water available from this source for increased supple- 
mental supplies. 

That finishes the prepared statement which I have. 

Senator Carroty. Mr. Crawford, you testified before this com- 
mittee on this project in 1955, did you not? 

Mr. Crawrorp. Yes, sir; I did. 

Senator Carrott. Would you like to incorporate your previous 
remarks by reference to supplement the statement you have made 
today ? 

Mr. Crawrorp. By reference; yes. 

Senator Carrotu. And you were the director of the Colorado Water 
Conservation Board on that occasion ? 

Mr. Crawrorp. I was on that occasion and still am. 

Senator Carrot. I might say for the record that, to use the words 
of Senator Millikin: 


Mr. Crawford is a distinguished engineer in the United States. He has 
occupied a great scholastic role at the University of Michigan and the University 
of Colorado before he became identified with the Colorado River Water Con- 
servation Board. 

It is still the policy of the State of Colorado, therefore, to support 
the Fryingpan-Arkansas project ? 

Mr. Crawrorp, That is correct. 

Senator Carrori. Were you present today when you heard the 
testimony about certain individual county commissioners and their 
alleged stand on this project ? 

Mr. Craworrp. Yes, I was here. 

Senator Carroti. Can you throw any light on that question ? 

Mr. Crawrorp. No, except that it has been a condition which has 
occurred every time this project has come up, to my memory, at least 
the last two times. The county commissioners meet in the western 
portion of the State, which embraces the organization of those 22 
counties, I believe, and they have a considerable number of resolutions, 
and this is usually one of them. 

Senator Carroiu. This is nothing new, then, in the record ? 

Mr. Crawrorp. Nothing new in the record ; no. 

Senator Carrotu. But it is the Colorado Water Conservation Board 
that sets the water policy of the State of Colorado? 

Mr. Crawrorp. It sets the water policy. 
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Senator Carrotn. And it reflects the opinion of the State in all 
sections of the State ? 

Mr. Crawrorp. And according to the State law. 

Senator Carroitzi. According to the State law. 

Any further questions of Mr. Crawford ? 

Senator Arrorr. No. I think that is all, Mr. Crawford. Thank 
you very much. 

Senator Carrotu. Thank you very much, Mr. Crawford, for coming 
back here. Not only on this but on other matters, you have been of 
great help to the committee. 

Any other witnesses at this time? 

Mr. Lineweaver. Yes, sir; we have a few more. 

Mr. Welsh, did you want to submit a statement ? 

Mr. Wetsn. Mr. Chairman, I would appreciate it if I might have 
the privilege of filing a statement and having it inserted in the record. 

(The statement referred to follows :) 


STATEMENT OF WILLIAM BP. WELSH, SECRETARY-MANAGER, NATIONAL RECLAMATION 
ASSOCIATION 


My name is William E. Welsh. I am secretary-manager of the National Rec- 
lamation Association. 

The president of our association, Guy C. Jackson, Anahuac, Tex., in his annual 
message delivered at our last annual meeting in Salt Lake City, expressed the 
general feeling of the members of our association when he referred to “par- 
ticularly the failure of Congress to authorize the Fryingpan-Arkansas project,” 
as one of the disappointments of the year. 

This is generally recognized as one of the most urgently needed projects 
throughout the entire West. It would be almost impossible to imagine anyone 
in a more difficult position than to be living on an irrigated farm in the arid 
West with an inadequate water supply. A farmer under such conditions finds 
himself burdened with all of the usual expenses of any farmer, including taxes; 
educating, clothing, and feeding his family; and maintaining adequate, modern 
machinery and equipment, which is extremely expensive. Under such conditions 
it is extremely discouraging to find the irrigation water supply failing in the 
middle of the summer and the crops which he had depended upon to meet his 
expenses failing or burning up because of the lack of water. 


SUPPLEMENTAL WATER 


The National Reclamation Association, whose members are made up quite 
largely from representatives of presently irrigated areas throughout the western 
half of the United States, has long recognized the importance of making available 
supplemental water to existing projects where it is needed. This project is en- 
tirely a supplemental water project. No new lands would be irrigated. 

The National Reclamation Association resolutions committee, which is made 
up of 1 member from each of the 17 Western States, is selected by the membership 
of those States. This committee in its report this year included the following 
statement: “When the association adopts a resolution it remains the policy of the 
association until it is rescinded or amended.” The following resolution, there- 
fore, which was adopted at Lincoln, Nebr., in 1955, as well as at numerous con- 
ventions preceding that time, represents the position of the association with 
respect to supplemental water. 


“Resolution No. 7—Supplemental water prejects 
I 


“Whereas in many localities throughout the West, established farming areas 
are facing curtailment of their future operations by reason of deficient or failing 
water supplies; and 

“Whereas in such communities hundreds of millions of dollars of investment 
are in jeopardy : Now, therefore, be it 

“Resolved, That the-National Reclamation Association, reaffirming its past 
expressed policy, urges that careful consideration be given in the preparation of 
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investigations and reports by all Federal, State, and local agencies to projects 
that will furnish supplemental water to areas now inadequately supplied.” 

As further indication of the position of the National Reclamation Association 
with respect to continued reclamation development, I am including herewith a 
resolution of the association adopted at the last annual meeting in Salt Lake 
City, as follows: 


“Resolution No. 4—Authorization and appropriations for continued reclamation 
program 


“Whereas it long has been recognized that water is the lifeblood of municipal, 
agricultural, and industrial existence, and that an adequate supply of water is 
essential to the improvement of the American standard of living; and 

“Whereas remaining undeveloped water supplies are limited in amount, erratic 
in availability, requiring major storage for control, and located long distances 
from necessary points of use; and 

“Whereas continuous conservation, development, and utilization of the water 
resources of the States of this Nation are necessary to the growth of the Nation 
and must keep pace with the increase in population and with the needs of the 
Nation; and 

“Whereas the reclamation States provide expanding markets for the Nation’s 
goods and are absorbing a large share of the increase in population in the United 
States because of the location of needed and newly discovered raw materials in 
the area, and the ever-present necessity for the decentralizing of industry in the 
interest of national defense; and 

“Whereas the Federal Government, since its inception, has recognized its 
responsibility in the support of improvement resulting in public benefits, inelud- 
ing the Reclamation Act of 1902 and subsequent legislation relating to the devel- 
opment and construction of major multiple-purpose water-use projects; and 

“Whereas planning and construction of projects for such conservation, devel- 
‘ypment, and utilization must be carried forward in keeping with the increasing 
aeeds of the Nation, and on a feasible local and national economic basis; and 

‘“‘Whereas the development of plans and the construction of basinwide projects 
for the full use of a water resource is a difficult, complicated time-consuming 
process, sometimes requiring decades of effort; and 

“Whereas basinwide multiple-use projects frequently involve many States 
having common interests in interstate streams; and 

“Whereas the magnitude and necessity for multiple-use basinwide develop- 
ments within the framework and limitations prescribed by interstate compacts 
and State laws require joint action by the States involved and the full unanimous 
support of all reclamation States; and 

“Whereas greater public understanding and appreciation of local, regional, and 
national benefits of the entire reclamation program are necesSary: Now, there- 
fore, be it 

“Resolved, That— 

“1. The National Reclamation Association vigorously reaffirms its position in 
support of the basic principles of reclamation accepted as national policy for 
more than 50 years, namely, the use of Federal money without interest for the 
irrigation features, the use of power revenues on a feasible economic basis to 
help pay the cost of reclamation, and the inherent right and obligation of the 
people of the reclamation States, with the assistance of the Federal Government, 
to develop fully their water and power resources in accordance with applicable 
interstate compacts and the water laws of the respective States, which are and 
should be binding on the United States in the development of water resources. 

“2. The reclamation States, through the directors of the National Reclamation 
Assoclation, be urged vigorously and unanimously to support a reclamation pro- 
gram designed to fully develop the land and water resources of the reclamation 
States within the limit of available water supplies. 

“3. The officers of the National Reclamation Association be directed to continue 
a vigorous and expanding program of information relating to reclamation and 
conservation of our water resources through a fearless presentation of the facts. 

“4. The officers of the National Reclamation Association bring to the attention 
of the President and Congress the extent to which the national welfare and avail- 
able expanding markets will be impaired and curtailed if the Federal reclamation 
program is not expanded. 

“5. The officers of the National Reclamation Association bring to the attention 
of the President and the Congress the urgent need for authorization of new proj- 
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ects, now pending before Congress, and potential projects justifiable under the 
law which will develop, control, conserve, and utilize the water resources of the 
reclamation States. 

“6. The officers of the National Reclamation Association devise ways and find 
means to inform the public, through the press and other media, of information 
on the basic facts and far-reaching benefits of present and proposed water re- 
source development.” 

THE NATION NEEDS RECLAMATION 


There are some who have not made a thorough study of all the problems in- 
herent in our ability to produce agricultural products and their relation to the 
needs of our rapidly increasing population. These people frequently ask the 
question: ‘Why should we spend Federal funds to develop reclamation projects 
and thus bring new land into agricultural production when we are already pro- 
ducing more than we can consume?” 

There are several significant facts which must be taken into consideration in 
connection with this problem. 

1. Land is being taken out of agricultural production for numerous other 
reasons at the rate of more than 1 million acres per year. 

2. Agricultural surpluses represent only about 5 percent of our total crop-acres 
harvested. 

3. Our population is increasing at the rate of 2,800,000 annually. 

4. Reclamation projects require many years to complete. 

5. Federal reclamation projects produce only a very small percentage of our 
surplus crops. 

6. Our total crop-acres has reached its maximum (approximately 350 million 
acres) and cannot be increased except through reclamation. 

In view of the foregoing it is little wonder that Dr. B. T. Shaw, Administrator, 
Agricultural Research Service, has frequently expressed the opinion, particu- 
larly in testimony which he has given before the House Agricultural Appropria- 
tions Committee, on several oceasions in the past that agricultural surpluses 
are only temporary. The opinion has also frequently been expressed that im- 
proved farming techniques, better methods of controlling insects and plant 
(liseases and wider use of fertilizers which have increased our per-acre produc- 
tion during the past 15 years will not continue to increase per-acre production 
fast enough to meet the needs of our growing population. 

Dr. Shaw, we believe, is in a better position than anyone else in the United 
States to obtain first-hand, authentic information on these questions. 


ASSISTANT SECRETARY PETERSON’S REMARKS 


One of the best statements we have heard dealing with the problem of agri- 
cultural production and the needs of our growing population was wade by As- 
sistant Secretary of Agriculture E. L. Peterson in an address which he delivered 
at the last annual meeting of our association in Salt Lake City in November 1956. 
The foilowing are excerpts from Assistant Secretary Peterson’s address: 

“Now, what is agricuiture’s need for water—or, perhaps a better wording is, 
what is the Nation’s need for agriculture? First, let me say the farm and ranch 
people of this country have earned the respect, admiration, and confidence of all 
America because in war and in peace they have provided abundance for every- 
one, American agriculture has demonstrated the capacity to produce which 
is the envy of the rest of the world. Present levels of production stem from 
two forces—the release of nearly 80 million acres of cropland, resulting from 
the transition from horse and mulepower to tractor power; and from a broad 
application of production techniques uncovered in the research laboratory and 
the experiment station. 

“Presently, the intensity of demand stemming from present markets is not 
sufficient to return satisfactory prices to producers. Nor is it sufficient to use 
all of agriculture’s productive capacity. Neither has the productive pattern. in 
agriculture been able to adjust concurrently with changes in the complexion of 
market demands; particularly is this true with respect to food grains, potatoes, 
fats, and cotton. It is estimated that our total excess production is about 5 per- 
cent above total demand. 

“The complications of an unbalanced production in relation to the market 
demand further complicates the farm problem. Immediate postwar public pol- 
icy continued a stimulus to production which has made the transition from war- 
time conditions to peacetime conditions most difficult for our farm and ranch 
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people. Increase capitalization, increasing productivity per worker, and the 
broadening impact of the scientific and technological revolution in agriculture 
also intensify the need for adjustments which public policy has not until re- 
cently recognized. 

“In these circumstances, question has been raised in some quarters as to the 
validity of further reclamation developments. Let me say emphatically at this 
point that we in Agriculture are not opposed to continuing reclamation projects 
wherever they are feasible. We do believe that in the formulation of projects 
full consideration needs to be given to the availability of satisfactory markets 
for agricultural products likely to be produced on such projects when they be- 
come operative, and to the earning capacity of the land under irrigation in rela- 
tion to all the costs which it is required to carry, including the living of the 
operator and his family. 

“We need to realize that all food products, and most of those from irrigated 
farms are food products, are competitive one with another. Those products of 
our irrigated sections are in competition with like products produced elsewhere. 
Presently, our agricultural plant has excess capacity. Until that capacity is in 
use in returning income to farm operators which gives them a standard of liv- 
ing comparable to the average for all of our people, there can be little justifica- 
tion for adding to that capacity. 

“The need of agriculture just now is not an increase in plant capacity—the 
need is for broader markets, improved efficiency to reduce costs and improve 
quality, and the elimination of price-depressing surpluses. 

“In spite of these circumstances, there are several reasons why feasible recla- 
mation projects should go forward. In the first place, there is a substantial 
timelag between project planning and project operation and production. Our 
population is increasing and our food requirements will, therefore, also increase. 
But even more significant is the fact that city enlargement, the building of air- 
ports, highway construction, and the taking of land for other public purposes 
are now annually taking from productive use about 1 million acres of land per 
year, nearly half of which is good agricultural land. 

“Furthermore, our cropland base has been static for the past 35 years. The 
increment to production has resulted from the release of acreage formerly used 
to feed horses and mules and from the application of science and technology 
to the production processes. While science and technology will continue to exert 
an upward pressure on gross physical output, I am convinced that, all factors 
considered, the long-run benefit to the Nation requires the continued develop- 
ment of those of our physical resources susceptible to economic benefit. 

“Moreover, many, if not most, of our reclamation projects are multiple-purpose, 
extending their benefits widely throughout our entire economy—and certainly 
adding direct and immediate benefits to the area and region wherein they are 
located. Taking a longer look ahead, the Agricultural Research Service of the 
Department of Agriculture released in August of this year Agriculture Informa- 
tion Bulletin No. 162, entitled ‘Farm Output—Past Changes and Projected Needs.’ 

“Let me make it clear that the report in this document is in the nature of a 
projection or an estimate. It has been carefully and objectively drawn on the 
basis of information presently available to our scientific people. They estimate 
that by 1975 we will need to have increased our total farm output by 34 percent 
over the 1951-53 period, and increased our livestock and livestock products output 
by 45 percent over the same period. 

“Moreover, the American consumer has expressed a preference for the products 
of animal agriculture and for fruits and vegetables. ‘There has occurred in this 
country in recent years a marked upgrading of our national diet. We believe 
these trends will continue. With a static cropland base and with the losses of 
cropland occurring in a growing Nation, and with the benefits of reclamation 
projects extending so widely throughout our economic structure, there seems to 
me to be every reason why every economically feasible project should continue 
to go forward. Add to this situation the very apparent need to develop all of 
our water resources as fully and as completely and as rapidly as possible, there 
is even greater reason to move forward.” 

On behalf of the National Reclamation Association, I wish to express to the 
members of this committee our appreciation for the full and careful consideration 
that has been given by this committee to our entire western reclamation program. 
Reclamation is of the utmost importance to the future growth, development, and 
prosperity of the western half of the United States. We appreciate the support 
which you have given to this program. 
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Mr. Lrneweaver. Senator Kuchel, who is a member of the com- 
mittee, asked that a letter to him from the Colorado River Board of 
California and certain suggested amendments be inserted in the record 
for the consideration of the committee when it comes up. 

Senator Carroti. Without objection, it is so ordered. 


(The document referred to follows:) 
STATE OF CALIFORNIA, 
CoLtorADo River Boarp or CALIFORNIA, 
Los Angeles, March 19, 1957. 
Hon. THomas H. Kucgetr, 
United States Senate, Washington, D. C. 

Dear SeENatToR KucHet: The Colorado River Board of California has consid- 
ered the bills pending in the present Congress relating to the Fryingpan-Arkansas 
project (S. 60 and H. R. 594), and has requested that I submit to you a number 
of proposed amendments, copies of which are enclosed. 

There is also enclosed a brief explanation covering the amendments. As you 
will note, amendments 1, 3, and 4 would simply replace references to the Senate 
document describing the project with the later House document describing the 
project as revised. The other amendments have more substance. As in the 
past, they relate strictly to water. 

Amendment 2 disclaims further transmountain diversions and limits this 
project to the annual diversion of 69,000 acre-feet, the amount stated by the 
Bureau of Reclamation to be required. Amendment 5 would strengthen the 
requirement that the water diverted be used in Colorado. Amendment 6 would 
grant’ consent to sue the United States, if necessary, to gain compliance with 
the “law of the river’ and with the water laws of the States. This is patterned 
on similar language in sections 7 and 14 of the Colorado River Storage Project 
Act. Finally, amendment 7 would require studies of the quality of the water 
remaining for the lower basin, similar to section 8 in the House bill. 

The board considers that the amendments proposed are necessary to the pro- 
tection of the interests not only of California but of the entire lower basin. In 
essence, they provide that Colorado will use in this project no more than the 
quantity of water the Bureau states is required: that all of this water will be 
used in Colorado and not in some State outside of the basin; that the Secretary 
of the Interior will advise all basin States of the impact of upper basin activity 
on the quality of lower basin water supplies; and that the Secretary of the 
Interior will conform to the “law of the river’ and respect State water rights. 
and the United States will appear in the Supreme Court if the compact and related 
laws are not adhered to. The board believes that Colorado should accept these 
amendments and that Californians should indicate their inability to let the 
project go forward, without objection,, unless the amendments are favorably 
considered. 

It is requested that you discuss the proposed amendments with the sponsors 
of S. 60. If they find the amendments acceptable, we would be most gratified 
and would feel considerably more secure as to this project. Otherwise, we 
request that they be presented by you to the subcommittee, to become a part of 
the record, so that the subcommittee and the full committee, if necessary, may 
act on them when you meet to mark up the bill. 

Respectfully, 
Coronado River Boarp or CALIFORNIA. 
3y RayMonpD Mattuew, Chief Engineer. 


AMENDMENTS TO. S. 60, 8SotH CONGRESS, 1sT SESSION 


A number of amendments are proposed, as follows: 

1. To section 1: The first amendment simply inserts House Document 187 in 
lieu of Senate Document 106. The House document is later in point of time 
and contains considerably more information. The House bill (H. R. 594) refer- 
ences House Document 187. 

2. To section 1: The second amendment is the disclaimer of further trans- 
mountain diversions which was suggested as recommendation N in the report 
of the regional director of the Bureau of Reclamation. (See H. Doe, 187, p. 
12: S. Doc. 106, p. 27.) 

3 and 4. The amendments offered to section 2 (c) and section 3 would replace 
the Senate document with the House document, as in 1 above. 
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5. To section 7 (¢c): This amendment would strengthen the prohibition against 
the use of Colorado River waters in any State not a party to the Colorado 
River compact. 

6. To section 7: The proposed new subsection 7 (e) constitutes a litigation 
provision. It would grant consent to sue the United States in order to require 
compliance with the “law of the river’ or to protect against any interference by 
the United States with a water right valid under State law. The bill requires 
compliance with the “law of the river,” (Sec. 7 (a), (b), (ce), and (d). The 
purpose of the proposed subsection (e) is to make sure that the Government 
can be taken to court, if necessary, to insure compliance. 

7. Proposed new section: A new section 8 is proposed (the present section 8 
would became section 9) to require studies of the effect of upper basin uses 
upon the quality of water at Lee Ferry. The proposed section is based on 
section 8 of H. R. 594, the House bill on this project. 





AMENDMENTS To 8, 60, 85TH CONGRESS, 1s1 SESSION 
Section 1 

Page 2, at line 11, delete, “Senate Document Numbered 106, Highty-second 
Congress, second session,” and insert ‘House Document Numbered 187, Highty- 
third Congress, first session,”. 

At page 2, line 15, insert after “project” : 

“Provided, however, That such modifications or additions as may be found ne- 
cessary and such investigations as may be required in connection therewith 
shall not extend to or contemplate the so-called Gunnison-Arkansas project, nor 
shall any of the works together with any modifications or additions provide for 
the diversion transmountain of more than 69,000 acre-feet of water per annum 
from the natural basin of the Colorado River, and nothing in this act shall con- 
stitute a commitment, real or implied, to the further exportation of water from 
the Colorado River system.” 


Section 2 (c) 
Page 4, at line 2, delete “Senate Document Numbered 106, Kighty-second 
Congress,” and insert ‘House Document Numbered 187, Eighty-third Congress’. 


Section 3 

At page 5, line 9, strike out ‘20-23 of Senate Document Numbered 106, Eighty- 
second Congress.” and insert “36-39 of House Document Numbered 187, Eighty- 
third Congress.” 


Section 7 (c) 
At page 8, lines 23 to 25, delete the following: “, as far as the same is con- 
trollable through the operation of works herein or hereafter authorized”. 


Section 7 


At page 9, following line 12, insert: 

“(e) In the construction, operation, and maintenance of all facilities author- 
ized by Federal law and under the jurisdiction and supervision of the Secretary 
of the Interior for the utilization of waters of the Colorado River System, in- 
cluding but not limited to all works authorized by this Act, the Secretary of the 
Interior is directed to comply with the applicable provisions of the Colorado 
River Compact, the Upper Colorado River Basin Compact, the Boulder Canyon 
Project Act, the Boulder Canyon Project Adjustment Act, the Colorado River 
Storage Project Act, the Treaty with the United Mexican States, and any con- 
tract lawfully entered into by the United States under any of said Acts, in the 
storage and release of waters from reservoirs, and to comply with the laws of 
the States in which such waters are used relating to the control, appropriation, 
use and distribution of water in those States respectively. In the event of the 
failure of the Secretary of the Interior to so comply, any State of the Colorado 
River Basin may maintain an action in the Supreme Court of the United States 
to enforce the provisions of this section and consent is given to the joinder of 
the United States as a party in such suit or suits, as a defendant or otherwise.” 


Section 8 


Page 9, after line 12, insert: 
“Sec. 8. The Secretary of the Interior is directed to institute studies and to 
make a report to the Congress and to the States of the Colorado River Basin of 
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the effect upon the quality of water available at Lee Ferry of all transmountain 
diversions of water of the Colorado River System and of all other uses of the 
waters of that system now existing, authorized or proposed to be made in the 
upper Colorado River Basin, including those proposed to be made under the 
authority of this Act.” 


Mr, Lineweavrr. I,also have a statement from Mr. Christy, of the 
Colorado Fuel & Iron Corp., and Mr. Frank S. Hoag. Rather than 
appear as witnesses and take up the time of the committee, they have 

submitted statements referring to previous testimony. 

Senator Carrot. I might say for the record that Mr. Christy for- 
wre testified before this committee, and in his letter he wishes to 

affirm his previous testimony, and to those who are interested in 
i a the record one of the most comprehensive statements concern- 
ing the history and development of the Fryingpan-Arkansas has been 
presented by Mr. Christy. It is very instructive and illuminating, and 
[ would say that anyone interested will certainly not fully understand 
the Fryingpan-Ar kansas unless they read the statement of Mr. Christy. 

Without objection, Mr. Christy’s letter is incorporated in the record. 

(The letter referred to follows :) 

THE CoLornapo FuEL & IRON CorpP., 
Pueblo, Colo., March 15, 1957. 
Senator CLINTON P, ANDERSON, 
Senate Office Building, 
Washington, D: C. 

DEAR SENATOR: I have been advised that your subcommittee has scheduled a 
hearing.on the Fryingpan-Arkansas project, 8S. 60, on March 20, 1957. 1 under- 
stand from press releases that it is your desire to confine the testimony at this 
hearing to new and additional information relative to the project. I wish to com- 
pliment you on this decision as same should save valuable time of your com- 
inittee and expense entailed in a complete new hearing. 

Since I appeared before this committee in the 83d and 84th Congresses, I wish 
to reaffirm my previous testimony in support of this project. I will be present 
as an observer at the hearing on March 20, and available to answer any ques- 
tions relative to any new material presented to your committee, to the end 
that the committee has full information with reference to the merits of the 
project. 

Very truly yours, 
H. H. Curisty. 

Senator Atyorr. Mr. Chairman, before you leave that, I think the 

record should also show that Mr. Harold Christy and Mr. Frank Hoag, 
Jr., and Mr. Ted Ryan, of Rocky Ford, are all here and present in be- 
half of this project t, although they have not testified. 

Senator Carrot. The record will will so show that they have pre- 
sented themselves. They are available for questioning if any member 
of the committee desires to question them. 

And as I indicated, I call specific attention to their statements, pre- 
viously given in 1955. 

Mr. Charles Boustead is also here, present for any examination that 
the committee wants to make, and I understand that Mr. Boustead 
also desires to have his previous testimony incorporated in the record 
by reference. 

Mr. Boustead, do you desire to make a further statement this morn- 
ing ¢ 

Mr. Boustrap. No. 

Senator CarroLi. You then stand on the record as made previously ? 

Mr. BousreAp. Correct. 
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Senator Carrott. Do you have any new information to give to the 
committee which would materially alter the situation ? 

Mr. Bousteap. None that warrants the committee’s time. 

Senator Carroti. Then I have here also a letter from Frank S 
Hoag, Jr., director and member of the executive committee of the 
Water Development Association of Southern Colorado. Mr. Hoag 
is here in person. He also gave testimony, very important testimony, 
in 1955, concerning this project, and he submits himself personally to 
the examination of any member of this committee. 

Mr. Lineweaver. Senator, do you want Mr. Dexheimer any more 
at this time? 

Senator Atuorr, As far as I am concerned, no. 

I want to thank you, Mr. Dexheimer, for your appearance this 
morning. 

Senator Carroty. Thank you very much, Mr. Dexheimer, for 
coming. 

So without objection the letter of Mr. Frank S. Hoag will be in- 
serted in the record at this point, and his remarks and testimony pre- 
viously given will be incorporated by reference. 

(The letter referred to follows: ) 

PUEBLO, Coro., March 20, 1957. 
Hon. CLINTON P. ANDERSON, 
Chairman, Subcommittee on Irrigation and Reclamation of the Committee 
on Interior and Insular Affairs, United States Senate. 

Dear Sr1r: On March 16, 1955, I appeared before this committee as a proponent 
of the Fryingpan-Arkansas transmountain water-diversion project. I was then 
and still am a director and member of the executive committee of that associa- 
tion. My testimony appears on pages 147-156 of the printed hearings before this 
committee in the 84th Congress, 1st session, on S. 300. 

I have reviewed the testimony I gave at that time very carefully, and wish to 
state that I reaffirm at this time everything which was stated then without fur- 
ther elaboration. 

As one of the spokesmen for the people of the Arkansas Valley, I confidently 
hope that this committee will take favorable action on S. 60, 85th Congress, as 
introduced by Senator Gordon Allott and Senator John Carroll, of Colorado, 
authorizing the construction of the Fryingpan-Arkansas transmountain water- 
diversion project. 

Sincerely yours, 
FRANK S. Hoa, Jr., 
Director and Member, Eve cutiv e Committee, 
Water Development Association of Southeastern Colorado. 


Senator Carrott. Have we missed anyone here who has come all 
these hundreds of miles to testify? Mr. Ryan? 

Have you previously testified, Mr. Ryan ? 

Mr. Ryan. I believe you have my letter, Senator, in which I asked 
that my previous testimony be incorporated i in the record. 

Senator Carrotit. Mr. Ryan is here, if any committee member de- 
sires to interrogate him on this bill. 

Your remarks, Mr. Ryan, will be incorporated by reference in this 
hearing. 

Mr. Ryan. Thank you, Senator. 

Senator Carroiu. I think that disposes of all. 

The next witness is Mr. Robinson. 

Will you state your full name? 
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STATEMENT OF CHARLES A. ROBINSON, JR., STAFF ENGINEER, 
NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Rozrnson. My name is Charles A. Robinson, Jr. I am the 
staff engineer of the National Rural Electric Cooperative Associa- 
tion, which is the national trade association for the REA-financed, 
electric-type borrowers. 

This is the third time I have appeared in support of the Fryingpan- 
Arkansas project, and I will not dissipate the time of the committee 
by going into what I have covered previously. 

1 would like at this time to offer for the record a prepared state- 
ment which I can summarize, I believe, in about 3 minutes. 

Senator Carrotyt. May I interrupt you for just a moment? 

Are you familiar with a document that has been inserted in the 
record by Mr. Patterson? Have you seen that testimony ¢ 

Mr. Rosrnson. I have not seen the testimony that was offered for 
the record this morning, Mr. Chairman. I presume it is substantially 
the same as the testimony that has been offered on previous occasions 
by the same two companies, which I believe are the Publie Service 
Company of Colorado and the Southern Colorado Power Co. 

Senator Carroiu. There is this modification. They have gone into 
some specifics, describing where they have been constructing new 
powerlines since 1954, as I recall their testimony. In any event, you 
may proceed. 

Mr. Rosrnson. Mr. Chairman, as I understand it, essentially what 
these two companies are asking is that they be allowed to use their 
own facilities exclusively for the transmission and delivery of power 
from the project, and that this subcommittee insert in its report lan- 
guage which would withhold from the Secretary of the Interior au- 
thority to construct any Federal transmission facilities which relate 
to the project. 

We are diametrically opposed to any proposition of this sort for 
two basic reasons. 

First of all, if authority to build transmission lines is withheld 
from the Secretary, it will be extremely difficult for the Department 
to market the power from the project in a manner that will assure 
repryment of the Federal Treasury of the investment in power facili- 
ties. I think experience has taught the Department of the Interior 
that where it is unable to build transmission, the power companies 
virtually have complete physical control of the electric situation and 
complete control of the bargaining situation so that it is just impos- 
sible for the Department to market power in any equitable manner. 

Senator Carrotu. May I interrupt at this time? Have you heard 
the testimony of Commissioner Dexheimer this morning? He testi- 
fied that it is the Bureau’s position that they want the transmission 
lines incorporated in this bill. You heard that testimony ? 

Mr. Rogrnson. I heard that, Mr. Chairman, and I am certamly 
gratified at the position taken by Mr. Dexheimer. 

Senator Carroit. For the reasons that you have outlined, because 
the Government must be in a proper bargaining position ? 

Mr. Rosrnson. Yes, sir. 

Senator Carron. Proceed. 

Mr. Rorsrnson. The second reason for our opposition to the com- 
pany proposal, Mr. Chairman, is that if the action requested by the 
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companies were taken, and if the Secretary were denied authority 
to construct transmission lines, our experience teaches us that there 
would be virtually no possibility of the rural electric cooperatives 
and other preference customers in the area obtaining an equitable 
portion of the benefits from the project. The project will generate 
substantially more power than our people can use, and the power 
companies will certainly be in a position to take a major portion of 
what the preference customers do not use under any circumstances. 

We do not feel that construction of Federal transmission lines 
would destroy the business position of the companies, because they 
presently, between the 2 of them, own and operate at least 6 times 
as much generating capacity as is entailed in the entire project. 

We, therefore, feel that there should be no limitation on the Secre- 
tary’s authority, at this time especially, for the construction of 
~ transmission lines. 

Senator Carroti. While we are at this point: Mr. Tomlinson, will 
you come forward, please? This is with reference to transmission 
lines, and I think we have neglected to make the record clear. Is it 
the purpose of the Bureau of Reclamation to connect the power 
system of the Fryingpan-Arkansas with the Colorado-Big Thompson ¢ 

Mr. Tomttnson. Yes, sir; it is. 

Senator Carroiy. In order to do that, you would have to have a 
transmission line, would you not ? 

Mr. Tomiinson. We would have to have transmission connections ; 
yes, sir. 

Senator Carroti. Transmission connections between, if I remember 
correctly, Salida and Dillon? 

Mr. Tomurnson. That is right, sir. 

Senator Carroti. And the Dillon line is a part of the grid of 
the Colorado-Big Thompson ? 

Mr. Tomurnson. That is right, sir. 

Senator Carrom. Now, would that tend to firm up the power? 
Would that also give a greater marketing area for your power’ 

Mr. Tomurnson. That is right, sir. It would tend to make thie 
entire system better balanced and better mutually supported. 

Senator Carrori. But by the same token, will you fill and meet 
the power needs of the area adjacent to the Arkansas River Valley, 
that is to say Pueblo and Colorado Springs, and the farmers and the 
REA’s of that area? 

Mr. Tomurnson. Yes, sir. 

Senator Carrotu. And in the bill there is an authorization, as I 
understand it, of about $4 million for transmission lines? 

Mr. Tomurnson. -I can get the exact figure if you wish. 

Mr. Octivie. Approximately $5 million, Senator. 

_ Senator Carrory. About $5 million. Yes. That was my impres- 
sion. 

Mr. Tomiinson. And Mr. Dexheimer has testified that we need that 
authorization so that we can use it at any time we could not work 
out proper arrangements with the utilities, where they have the lines. 
Whenever they have the lines we would work it out as long as we 
could with them. 

Senator Carrot. So that we may keep the record clear, Colorado 
is not essentially a public power State. If my memory is correct, 
only about 20 percent of the power that goes over transmission lines 
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could be called public power, in the sense that it feeds REA lines. 
About 80 percent is private utility power. And as I understand it, 
even today, in the Colorado-Big Thompson, there are wheeling con- 
tracts with the Public Service Company of Colorado. 

Mr. Tomrinson. Yes, sir. 

Senator Carroti. And therefore, in the development of the Frying- 
pan-Arkansas project, where those wheeling contracts are beneficial 
to the project and give service within the framework of 6.5 mills, then 
wheeling contracts can be considered ¢ 

Mr. Tomuinson. That is right, sir, and that is the plan. 

Senator CarroLu. Do you understand that, Mr, Robinson? Does 
that coincide with the thinking of the N. R. E. C. A. on this matter? 

Mr. Rosrnson. Yes, sir. We are perfectly willing to accept a 
wheeling contract, if it is a real wheeling contract. If it is a purchase 
and transmission for resale contract, it is not acceptable. 

Senator Carroiti. That is an entirely different matter, is it not? 

Senator AtLorr. That would not be a preference, then, would it ? 

Mr. Rosrnson. Not in our opinion, no, sir. 

Senator Attorr. Mr. Robinson, a similar statement has been put 
in by the Public Service and by the Southern Colorado, both times 
you have testified here before, has it not? 

Mr. Rosrnson. That is correct, sir. 

Senator At.orr. And this statement is in the new statement which 
you say you have not seen, but it is identically worded with the state- 
ment which they put in the record last year, with which you are 
acquainted, And this committee has never authorized the elimina- 
tion of that line construction feature, has it? 

Mr. Roptnson. No, sir. As far as I know, the committee has not. 

- Senator Atxorr. Well, you have read the reports, so you know it has 
not adopted the position of those two companies. 

Mr. Roginson. That is correct, sir. 

Senator Carroti. Your statement may be included in the record 
at this point. 

(The statement referred to follows:) 


STATEMENT OF CHARLES A. Ropinson, Jr., Starr ENGINEER, NATIONAL Rurau 
ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Chairman and gentlemen of the committee, my name is Charles A. Robin- 
son, Jr. I am the staff engineer of the National Rural Electric Cooperative 
Association, which is the national service organization of rural electric systems 
throughout the United States. Approximately 92 percent of all REA financed 
electric type borrowers are members of the association. 

This, I believe, is the third time I have appeared on behalf of the association 
in support of legislation authorizing the Secretary of the Interior to construct 
and operate the Fryingpan-Arkansas project. The rural electric systems in 
the Arkansas Valley of Colorado especially, and more generally throughout the 
entire State of Colorado, will be directly and substantially affected by the policies 
and practices adopted to govern the marketing of the some 105,000 kilowatis 
of hydroelectric power from the project. 

At the time we appeared before this subcommittee in support of similar legis- 
lation 2 years ago, it was estimated that the delivered cost of firm power from 
the Fryingpan-Arkansas project would be approximately 6 mills per kilowatt- 
hour. The estimate for the delivered cost of firm power is now 6.5 mills per 
kilowatt-hour. 

However, because the cooperatives which can reasonably anticipate service 
from the Fryingpan-Arkansas project are now paying approximately 8.6 mills 
per kilowatt-hour for wholesale power, they are most anxious that their op- 
portunity to. purchase project power be preserved. To this end we ask that the 
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Fryingpan-Arkansas legislation, and the committee report thereon, contain no 
language likely to controvert the clearly defined rights of nonprofit utility 
systems to a preference in the purchase of Federal power. 

You may recall, Mr. Chairman, that during prior hearings on authorization 
of the Fryingpan-Arkansas project, representatives of he Southern Colorado 
Power Co. and the Public Service Company of Colorado appeared before this 
subcommitee to present a company-sponsored plan for marketing project 
power. The company plan provides for: 

1. Sale of all project power and energy at the busbar of each individual power- 
plant. 

2. Use of company transmission facilities exclusively for interconnection of 
project powerplants. 

3. Use of company transmission facilities exclusively for delivery to preference 
customers of such power as they may requife at the time project power becomes 
available; the delivery of such power to be pursuant to either a wheeling con- 
tract or a purchase and resale contract according to Interior Department 
policy. 

4, Sale of all remaining power and energy above immediate needs of preference 
customers to companies under long-term contract. 

This proposal which ld afford the Publie Service Company of Colorado 
and the Southern Colorado Power Co. absolute control over the operation of the 
project powerplants is, again this year, being urged upon this subcommittee as a 
policy to govern the marketing of Fryingpan-Arkansas power. 

The companies again ask that this subcommittee recommend that no authori- 
zation be given to the Secretary of the Interior for construction of transmission 
lines in connection with the Fryingpan-Arkansas project provided that suitable 
wheeling or similar contractual arrangements can be negotiated with the com- 
panies for the disposition of project power. 

A recommendation of this type would, of course, not alter the language of 
the bill itself, but it would nonetheless constitute a strong influence upon the 
Secretary of the Interior in marketing power from the project. The recom- 
mendation which the eompanies seek would require the Secretary to exhaust 
every reasonable possibility of securing transmission service from the private 
utility companies before seeking appropriations for the construction of Federal 
transmission facilities. Experience has tauzht us that this type of negotiation 
may extend over a period of many years during which the project powerplants 
come into operation without an established power-marketing pattern and without 
transmission facilities being available for the proper disposition of project power. 

We do not feel that there is any justification for placing a burden of this type 
upon the Secretary of the Interior in building and operating a reclamation 
project. The Secretary should be given whatever authority is necessary to 
achieve the most economic program of construction and operation. The record 
is clear that, without construction of at least a backbone Federal transmission 
facility, the Department is placed in such an inferior bargaining position that 
it is unable to sell power at rates which will return the Federal investment. 

In addition, if the proposal offered by the Public Service Company of Colorado 
and the Southern Power Co. could be promptly reduced to a contract, we must 
assume that the Government would lose the advantage of operating the Frying- 
pan-Arkansas project as an integrated system interconnected with the Colorado- 
Big Thompson project. The companies would take for themselves the advantages 
of diversity between the individual plants, and between the company peak load, 
and the peak load of the preference customers. We think, therefore, Mr. 
Chairman, that if the Department of the Interior is to operate the powerplant 
of the Fryingpan-Arkansas project in accordance with modern utility system 
practice, the Government itself must construct at least the minimum transmission 
lines necessary to interconnect the various plants of the project and to inter- 
connect the project as a whole with the Colorado-Big Thompson project. 

It is my understanding that transmission facilities sufficient to achieve these 
purposes are presently contemplated by the Department, and are included in the 
cost estimates of the project. 

In considering any power-marketing policy for the Fryingpan-Arkansas proj- 
ect, it must be kept in mind that of the $3,558,010 of average annual net revenue 
to be realized power will provide over half—or $1,875,200 more than the total 
anticipated revenue from both irrigation and municipal water. 

Thus any proposal for the marketing of power which will make it difficult for 
the Secretary of the Interior to realize the anticipated power revenue from the 
project, by placing upon him the burden of satisfying the demands of private 
utility companies, will endanger the feasibility of the entire project. 
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From the standpoint of the rural electric systems in the Arkansas Valley and 
in Colorade,as.a whole, the company plan is not acceptable. Without at least 
minimum Federal transmission facilities sufficient to interconnect the various 
powerplants of the project with each other and with the Colorado-Big Thompson 
project, the total firm power available to preference customers will be reduced. 
It is very doubtful whether or not the power companies would agree to pass 
any of the benefits of plant or load diversity to preference customers. 

If the companies, after allowing for the immediate need of preference cus- 
tomers, are allowed to purchase the entire project output at the busbar under 
long-term contracts, it means that no additional Federal power will be available 
to meet the preference-customer load growth. Moreover, in the event transmis- 
sion authorization were withheld from the Secretary, the companies might never 
sign any contract which would pass a reasonable portion of the benefits of the 
project to the electric co-ops in the area. 

It is one thing, Mr. Chairman, for the Public Service Company of Colorado 
and the Southern Colorado Power Co., to ask that this subcommittee confer upon 
them an absolute control over the marketing of power from the Fryingpan- 
Arkansas project. What the company will de if such control is achieved, Mr. 
Chairman, is quite another thing. 

The Southern Colorado Power Co., and the Public Service Company of Colo- 
rado have nothing to fear from the relatively small amount of power that will 
be generated at plants of the Fryingpan-Arkansas project. Together they 
operate generating stations with six times the capacity of the entire Fryingpan- 
Arkansas project. 

The continued growth and development of these two power companies is not 
dependent upon their absolute control of Fryingpan-Arkansas project. Nor 
would their business position in the territory which they serve be destroyed 
by construction of a basic minimum Federal transmission system sufficient to 
interconnect the powerplants of the project and to interconnect the project with 
the Colorado-Big Thompson project. In our opinion, the recommendation of the 
companies in this matter must, therefore, arise from a desire by them to retain 
for themselves a major portion of project benefits, and to so far as possible 
minimize the realization of these benefits by the preference customers. 

On behalf of the rural electric systems of Colorado, we ask that the proposals 
of the companies be rejected and that the bill (S. 60) be passed as written. 

In conclusion, Mr. Chairman, I ask that the record include at this point a 
resolution endorsing) the Fryingpan-Arkansas project. The resolution was 
unanimously adopted by the 15th annual meeting of the National Rural Hlectric 
Cooperative Association on March 7, 1957, at Chicago IIl. 


RESOLUTION ADOPTED BY 15TH ANNUAL MEETING OF THE NATIONAL RuRAL ELECTRIC 
COOPERATIVE ASSOCIATION, MARCH 21, 1957 


Subject: Fryingpan-Arkansas project. 
Whereas the construction of the Fryingpan-Arkansas project would be of great 


value to the State of Colorado and to the economy of that area: Now, therefore, 
be it 


Resolved, That we urge Congress to authorize this project with traditional 
preference provisions and with transmission lines to the load centers of prefer- 
ence customers. 

Senator Attorr. I think that these companies are entitled to what 
I consider an honest position that they are trying to take, and they put 
in their paragraph that they ask this— 


provided that suitable wheeling or similar contractual arrangements can be 
negotiated with the companies for the disposition of the project power. 


And, as I understand it, you do not disagree with that, but you want 
to be assured that the power or the authorization for these lines are 
not taken out in order that the project would be in a bargaining posi- 
tion for a reasonable contract for any wheeling that might be done; is 
that correct ? 

Mr. Rosrnson. Yes, sir. TI believe you are reading from perhaps 
the last page of their proposal. 
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Senator Anuorr. I read you from the proposal of 1955, but the 
statement they filed this year has the same language. 

Mr. Rosrnson. Yes, sir. 

I think you must examine that statement, however, in the light of 
the fact that the companies, in suggesting that language for the com- 
mittee report, presumably, are doing it on the basis of their previous 
remarks in the same statement, wherein they ask that they be allowed 
to purchase under long-term contracts at the bus bar of each particular 
project all of the power that is not immediately purchased by prefer- 
ence customers. That means that when the units come on the line, 
each one separately, with no Federal transmission, according to the 
plan they offer, the Bureau of Reclamation has no choice but to sell 
the power to the company on such terms as the company will take it, 
and to do that with aa separate project as it comes along. The 
Government is thereby denied the opportunity of operating a project 
as an.integrated whole and denied the opportunity of obtaining the 
benefits of unit diversity and diversity between the projects. 

Senator Atxorr. Well, certainly if this is in the authorization act, 
there is no reason why the Bureau of Reclamation cannot deal at 
arm’s length with these people in determining whether or not they can 
arrive at a fair contract for wheeling if and when that time comes, is 
there ? 

Mr. Rosrnson. That is correct, sir; and that is our position, sir. 

Senator Atiorr. Well, that is the only point I wanted to bring out. 
So that. if this is left in, then the Bureau of Reclamation is left-in a 
position to either enter into a fair contract and negotiate a fair con- 
tract, or construct their own lines as they please. 

Mr, Rosrnson. That is correct. 

Senator Atuorr. That is all, Mr. Chairman. 

Senator Carroti. I want to ask one other question of Mr. Tomlin- 
son: Looking at that map, from Salida to Gunnison, assuming a 
transmission line going over there from Salida to Gunnison, does that 
put the Bureau of Reclamation in a position to firm up power, to join 
a grid in western Colorado? 

Mr. Tomurnson. Yes, sir. That line from Gunnison to Salida is 
in, I believe. It was built in anticipation of developing the Frying- 
pan-Arkansas project. I believe it was built as a part of the market- 
ing facilities for the Colorado-Big Thompson power. The gap be- 
tween Salida up to Dillon is presently being filled with a wheeling 
or interchange agreement. So while that is proposed as a Fryingpan- 
Arkansas segment, the Salida-Gunnison line is actually physically in 
being as of today. But the cost of it is included in the Fryingpan 
cost estimates, because it was considered as part of the Fryingpan 
segment of the area power arrangement. 

Senator Carrouu. I think we ought to keep the record clear. And 
that is the purpose of these questions, so that you will understand that 
some of us are thinking of this matter, the intertie transmission lines 
leading from this project would be to firm up power, to join a grid, 
either in the Colorado-Big Thompson, or to join another grid, if 
possible in western Colorado. Now, getting back to the bus-bar con- 
cept, the generator in the powerplant feeds power to what we call a 
switchyard. The transmission lines that you build tie into the switch- 
yard; do they not? 

Mr. Tomutnson. Yes. 
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Senator Carrot. And if those lines were not owned by the Bureau 
of Reclamation, you would lose control of all your bargaining fea- 
tures. So really what we mean by “taking power from the bus bar” 
is tying on to the switchyard. And it is not contemplated that you 
will permit that at this time. 

Mr. Tomutnson. That is right, sir. 

Senator Carrott. Any further questions? 

Senator Atiorr. No further questions. 

Senator Carrotyi. Are there any other witnesses? Does any other 
witness desire to testify on this matter? 

Mr. Rosrnson. Thank you very much. 

Senator Carrot. Thank you very much for coming. 

I might say that I have received information that we have a. state- 
ment from the Governor of the State of Colorado, Stephen Mc- 
Nichols. So I am going to have the record show that his statement 
is inserted at this point. 

(The statement referred to follows :) 


STATEMENT oF Hon. StevE McNICHOLS, GOVERNOR OF COLORADO 


I am very grateful for your courtesy in extending to me the opportunity and 
privilege to present a statement to your committee endorsing the Fryingpan- 
Arkansas project. 

As Governor of the State of Colorado I should like to reaffirm statements which 
have been made previously by Colorado’s most distinguished citizen, Edwin C. 
Johnson, first as a United States Senator before the Senate Committee on In- 
terior and Insular Affairs, 83d Congress, 1st session, and later as Governor of 
Colorado at hearings before the Subcommittee on Irrigation and Reclamation 
of the Committee on Interior and Insular Affairs at the 84th Congress, Ist ses- 
sion; and I should like to make some additional remarks to support Governor 
Johnson’s statements. 

As former Governor Johnson has pointed out, plans for the Fryingpan-Arkan- 
sas project, with all of its phases, objectives, and purposes, have been presented 
to, and reviewed by every constituent part of Colorado officialdom having any 
responsibility whatsoever with respect to the use and development of Colorado 
water. The project has been endorsed by the last two governors, by the Colorado 
Water Conservation Board and all other State officials concerned. The two 
western slope statutory boards, charged with a specific duty of protecting their 
respective areas on any and all diversion proposals, approved it by the unani- 
mous vote of their directors. These two western slope boards are the Colorado 
Conservation District Board and the South-Western Colorado District Con- 
servancy Board. 

Everyone in Colorado has been fully advised with respect to this project and 
there is complete unity throughout the State in its support. The Fryingpan- 
Arkansas project presently before the Congress, is the same project with no 
major changes, which has received the endorsements I have just mentioned. The 
only changes in project plans are minor details providing municipal water sup- 
plies and slight revisions of cost estimates to bring them in line with construc- 
tion costs as of this date. 

The Arkansas River Basin in Colorado stretches 340 miles, from the top of 
the Rocky Mountains to the Colorado-Kansas boundary. The headwater region 
is located in the Leadville area, where Mount Elbert rises 14,341 feet—highest 
point in Colorado. This 170-mile-wide basin drains 26,150 square miles of land 
as the river flows south and east through canyons and foothills onto the broad, 
rolling plains where excellent farmland forms the Arkansas Valley. The Fry- 
ingpan-Arkansas project would provide 185,000 acre-feet of imported and native 
water annually in the Arkansas River. It would provide supplemental irriga- 
tion water for 322,000 acres of land in the Arkansas Valley between elevations of 
3.400 and 5,000 feet. By utilizing the falling water as it drops from 10,000 feet 
to the plains 5,000 feet below, more than 500 million kilowatt-hours of electrical 
energy would be geenrated annually, of which about 467 million would help 
meet the critical need for power in the area. Approximately 15,000 acre-feet of 
water would be available for municipal use in Pueblo, Manzanola, Rocky Ford, 
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La Junta, Las Animas, Lamar, Crowley, Wiley, Eads, and other towns where 
additional quantity and better quality of water are critically needed. 

In addition, the project would control floods originating above Pueblo, trap 
sediment, preserve fish and wildlife conditions, provide recreational opportuni- 
ties, and furnish stream pollution abatement. The project would involve im- 
portation of approximately 69,200 acre-feet of surplus water annually from the 
Roaring Fork Basin. 

Imported and native water would first be stored and regulated in Sugar Loaf 
Reservoir, which would be enlarged to nearly seven times its present capacity. 
Releases would flow through the Elbert section of the 60-mile Arkansas power 
canal, then through the Elbert hydroelectric powerplant and into the Twin Lakes 
Reservoir, which would be enlarged to about five times its present capacity. 
From there the water would flow 40 miles southward and be returned to the 
main stream near Salida. Power would be generated en route in Otero, Wapaco, 
Princeton, Pancho, and Salida hydroelectric plants. 

Some water could be diverted for irrigation near Salida and Canon City. The 
remainder would continue to the potential Pueblo Reservoir where most of the 
supplemental irrigation releases would be made through the Pueblo hydroelectric 
powerplant. 

Completion of Aspen Reservoir for replacement purposes is scheduled before 
transmountain diversions are made. Concurrent construction is scheduled for 
other project features and some diversion could begin before completion of the 
entire western slope collection system. This would hasten filling eastern slope 
reservoirs for ultimate full operation. Power-system construction would be 
concurrent with other construction. About 10 years would be required to put 
all features into operation. . 

The Arkansas Valley forms the locus of the towns and agricultural areas in 
the southeastern part of the State, just as the Platte River system does in the 
northeastern part of the State, and the Colorado River does in the western part 
of the State. This valley is endowed with an excellent year-round climate, good 
transportation facilities, large mineral deposits, outstanding agricultural pro- 
ductivity, fuel resources, local markets, and a labor supply. 

Its great problems in recent years have been the prolonged drought, which 
has materially depressed the economy of the whole area; the lack of flood con- 
trols, which has resulted in a plague of costly and dangerous floods over a period 
of years; anda shortage of power necessary for the development of industry) 
and the stabilization of the valley’s economy. 

The project not only would supply water for irrigation and for municipal and 
industrial uses, and electricity and power for municipal and industrial uses, but 
also would provide sound flood-control protection through its several structures. 

The waters of the Arkansas River in the Colorado portion of the upper Arkan- 
sas River Basin are overappropriated. Serious distress is caused to the economy 
of the basin in short-water years through loss in crop production. Supplemental 
irrigation water supplies are needed. The additional crop production would 
find a ready market in the urban centers of Colorado and the Nation. 

No new sources of water within the means of the municipalities and industries 
are apparent. Present municipal supplies, even after substantial acquisition of 
irrigation rights, are barely adequate to supply existing requirements. Addi- 
tional quantity and better quality of water are critically needed. 

Normal uses of electric energy would expand rapidly in the power market 
area if not restricted by a limited supply. Resource development would be 
encouraged if energy were available in plentiful supply. 

Floods in the upper Arkansas Valley threaten the loss of property and dis- 
courage investment. Sediment deposition chokes. channels, increases flood 
threats, and raises maintenance costs of expensive irrigation systems. Stream 
pollution threatens health and destroys fish habitat. Flood, sediment, and pol- 
lution, control would lower costs and remove threats. 

Recreational, fish, and wildlife resources are valuable assets of Colorado and 
of the Nation. These resources should be protected and enhanced to the greatest 
extent practicable. 

The diversion area has a plentiful supply of water, part of which could 
feasibly be diverted without detriment to that area or to downstream users. 
Although all possible future water requirements for the entire western slope 
have not been fully determined, it has been concluded that there is an adequate 
water supply from Colorado’s allocated share of the Colorado River Basin water 
for the proposed initial development of the Fryingpan-Arkansas project, Roaring 
Fork diversion, over and above present and prospective consumptive uses within 
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the natural basin of the Colorado River in Colorado. Western slope interests 
would be protected by the regulating Aspen Reservoir, by special provisions for 
preservation of fish and wildlife, by equitable operation of the project, and by 
assurance of noninterference in the use of the replacement facilities provided 
by the Colorado-Big Thompson project. 

The operation of the Fryingpan-Arkansas project will not in any way inter- 
fere with decreed water rights on the western slope. On the contrary, it will 
beneficially affect some of the rights on the Roaring Fork below the Aspen Dam. 

The function of the Aspen Reservoir is to supply replacement water for any 
water rights whose supply might be infringed on by diversion of water to the 
eastern —— Studies show that the capacity of the reservoir and the water 
supply are far more than ample for this purpose. 

The operation of the Fryingpan-Arkansas project will not interfere with 
the water supply for the main-stem projects (Cliffs-Divide project) mentioned 
in the Upper Colorado River Storage Act. 

Had. the units of this project been in operation during the period: 1934-54, 
it would have been necessary to draw only once on the Aspen Reservoir for 
replacement water on account of Fryingpan-Arkansas diversions, and then for 
an amount of 4,000 acre-feet. No replacement water would have been required 
in any other year of the 21-year period; thus it can be seen that almost con- 
tinuously there would have been a full reservoir of water, 28,000 acre-feet, avail- 
able for other purposes, so far as Fryingpan-Arkansas diversions are concerned. 

Operation of the Fryingpan-Arkansas project would not interfere with the 
water supplies of any of the following projects if there were in existence and 
operating: Cliffs-Divide projects, potential Homestake and Eagle River diver- 
sions, potential industrial demands and increased demands from existing ditches 
near Aspen, 

If these demands for water had been in existence during the 1934-54 period 
Aspen Reservoir would have been called upon to replace Fryingpan-Arkansas 
diversions in 1 year of the period in the amount of 4,000 acre-feet, and in 2 
other. years in amounts of less than 1,000 acre-feet. This minor increase in 
replacement requirements is due to the fact that in the low water supply months 
the diversions from the Fryingpan-Arkansas would be drastically limited, if not 
entirely eliminated, by the fish flow requirements of the operating agreement. 

Increased Independence Pass diversions under water-supply requirements in 
the foregoing paragraphs would require but limited replacement from storage. 

The Fryingpan-Arkansas plan proposes an exchange of water for some 
of the Independence Pass diversions in order to augment the fish flows above 
the town of Aspen. If this exchange is effected the maximum replacement 
required for diversions would be 2,400 acre-feet, which would occur only in a 
year such as 193 In the remaining 20 years of the period the requirement 
would range between 0 and 2,000 acre-feet with an average of 700 acre-feet. 

If the fish-water exchange with Independence Pass were not effected, the 
maximum replacement requirement for this diversion would be 5,400 acre-feet 
for the year 1934 and would average 2,400 acre-feet. 

Fryingpan-Arkansas diversion will not reduce required Colorado water delivery 
at Lee Ferry to the point where Cliffs-Divide project supplies will be affected. 
Operating principles of the project protect the State in this respect. 

_ May I assure you, as our former, distinguished Senator from Colorado, Edwin 

Johnson, emphasized in hearings on this matter, that Colorado officials are 
eal in their approval of the Fryingpan-Arkansas project. Of equal impor- 
tance, the project not only as the wholehearted support of Arkansas Valley 
residents but of all of Colorado’s citizens. It should be reiterated, also, that 
western slope interests have agreed to the diversion of water for this project, 
since has it has been designed to protect their present and future rights, and to 
meet obligations of the Colorado River compact. 

In advocating such a project as the Fryingpan-Arkansas, we are not thinking 
just of the needs of one valley in Colorado, but also of more significant and 
long-range national needs. With the rapidly increasing population and eco- 
nomie development of Colorado, and indeed of the West, and our expanding 
national economy, we are faced with constantly greater demands for industrial 
and agricultural production, requiring greater and firmer supplies of water 
tor these purposes. The Fryingpan-Arkansas project will lay the foundation 
for helping the Nation to meet these accelerated consumption demands in the 
years to come. 

Thank you very much for permitting me to make this statement for your 
consideration. I am grateful for the opportunity. 
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Senator Carrott. And at the same time I want to say to all wit- 
nesses here or representatives of interested groups: This record will 
be open, for the next 3 or 4 days for the receipt of additional testimony. 

Is that an adequate time? Three or four days? 

Well, suppose that we hold this open until Monday, and at that 
time we shall close the hearings, because we want to get this record 
printed. and get it before the i committee as soon as possible. 

Any other suggestions at this time? Senator Allott? Congress- 
man Chenoweth ? 

Thank you, Congressman, very much for coming here to help us out 
today. I shall insert in the record a letter from Arthur H. Carhart, 
Denver, Colo., to Hon. James E. Murray, at this point in the record. 
We will stand in recess, subject to the call of the Chairman. 

(The letter reprint follows :) 


DENVER, CoLo., March 28, 1957. 
Hon. JAMES E. Murray, 
Senate Office Building, 
Washington 25, D. C. 

Dear Senator Murray: Morning newscasts state that Colorado’s Governor 
MeNichols has advised you that the State is unanimous in its support of the 
project generally known as the Fryingpan-Arkansas diversion project. If one 
emphatic dissenter can make that support less than unanimous, I dissent. 

Unless there has been a drastic revision, the Fryingpan-Arkansas proposal 
is the “initial phase’ of a gigantic scheme originally labeled the Gunnison- 
Arkansas project. Proponents of that scheme backed away from it when 
estimated costs, at levels of about 1950, ran up to three-fourths of a billion 
dollars. There also was opposition to the greater project from a considerable 
area. The present Fryingpan-Arkansas scheme represents a “nibbling” ap- 
proach to the whole scheme as originally contemplated. Congress can be per- 
suaded more readily to authorize and appropriate for prices of the whole, there 
will be divided local opposition as segments are proposed, than if the whole gigan- 
tic proposition as originally set up was revealed and urged. 

The ultimate objective of which the Fryingpan-Arkansas proposal is the 
“initial phase,” is set forth in paragraph 3, column 1, page 445, of Ten Rivers 
in America’s Future, which is the report of the President’s Water Resources 
Policy Commission, transmitted December 1, 1950. That states that “an initial 
diversion of about 60,000 acre-feet annually, and increasing to an ultimate 
diversion of about 500,000 acre-feet annually” is the goal. 

Before there is any authorization of the Fryingpan-Arkansas diversion proj- 
ect, it should be required that the Bureau of Reclamation and the supporters 
of this project declare the inclusive features of the whole project, its cost, and 
the amount of water the complete project of which this is the initial phase, 
will transfer from the flow of the Colorado River, specifically from the Fryingpan- 
Roaring Fork and Gunnison tributaries. The people are entitled to know these 
matters. 

The Fryingpan-Arkansas proposal is being urged because it will deliver some 
irrigation water to lands where irrigation ditches now are dry; where there is 
supposed to be insufficient water in the natural drainage basin to supply these 
lands. I seriously question the commonsense of spending the $175,000,000 more- 
or-less, to deliver this water to these lands to grow more alfalfa, sugar beets, 
similar crops as opposed to the same water-growing crops in Colorado’s principal 
fruit areas, or even the same crops within the natural drainage basin of the 
Colorado River. 

Proponents speak of the Fryingpan-Arkansas delivering irrigation water to 
some 320,000 acres of farmland in the Arkansas Valley. I submit, that the 
diversion of 60,000 acre-feet, spread over 320,000 acres, represents only about a 
fifth of a foot of water in an area where crops require a minimum of 2 or more 
feet per annum. If there is the usual loss in transit, 60,000 acre-feet diverted 
through the expensive tunnel as proposed, would probably represent less than an 
eighth of an acre-foot at the fields. 
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The straits of farmers in the Arkansas Valley, the need of water there, is being 
stressed as a reason for this transdivide diversion. The basic situation is 
drought that has been accumulating deficiencies for a decade and no works of 
man can cure that fundamental situation. 

At my elbow is an analysis by able technical men, that shows a replanning of 
water manipulation structures, with no transmountain diversions, with a prin- 
cipal dam above Pueblo, Colo., with a full utilization of the water within the 
present longtime average flow of the Arkansas will: 

1. Provide for all the domestic water, some 10,000 acre-feet, communities have 
stated they need frenr the Fryingpan-Arkansas diversion ; and. 

2. Provide 96 percent of the irrigation water that the “initial phase” will; and, 

3. At a saving of $40,000,000 or more. 

However, above all other considerations are these : 

1. Though drought and overextended ditches in the Arkansas Valiey, plus more 
people there to plead for this water to be diverted to their interests, within a 
very few years this same water must be available within the natural drainage 
basin to fully develop the oil shale, uranium, pulpwood, hydrogenated coal, and 
other essentials available on the western side of the divide. This is of primary 
importance. 

2. Having water for this development, in the basin where it will come, is far 
more important than to meet the current demand for it to rescue drought- 
plagued and overextended irrigation systems. 

3. This project is being advocated as an irrigation project. It has had seven 
powerplants as main features of the scheme. As a first point, I raise the question 
of whether or not this portion of the initial phase is deliberately overplanned, so 
later there will be the cry that more water is needed to make them function at 
capacity and by an outcry to “save the investment,” as so often has happened, the 
whole Gunnison-Arkansas scheme will be brought out, dusted off, and pressured 
through Congress. As a second point, this power, produced by the seven plants, 
is supposed to supply the principal payout money for the project. Even without 
the impending obsolescence of such power, the process already in operation to 
upgrade low-grade coal, developed by the Bureau of Mines, can produce power in 
thermal plants at about half the cost of the reclamation hydro plants—and Colo- 
rado with its vast coal reserves, its distressed coal mining camps, can very well 
supply power needs from that source. I cannot agree to the millions of dollars 
required being put into such projects as the Fryingpan-Arkansas, with the hydro- 
electric power being touted as paying out the costs, when other types of power can 
be preduced at so much less cost, even after all nonreimbursable items of the 
project are subtracted and amount to a subsidy. 

Proponents of this project may be able to talk glibly and all around such hard 
facts as I have suggested should be answered before Congress commits the Nation 
to building this project. But I insist that before there is any authorization of the 
Fryingpan-Arkansas initial phase of the Gunnison-Arkansas scheme, such ques- 
tions, these and others, must be answered. To agree to authcrization without 
answering them is bound to be a disservice not only to the Nation but to the State 
of Colorado as a whole. 

As a matter of identification, in addition to the notations at the top of the letter- 
head, I am chairman of the Water Policy Committee of the Outdoor Writers of 
America Association, author of both Water—Or Your Life, which has gone 
through some five printings and has become a layman’s reference regarding this 
resource, and of Timber in Your Life, and of many articles on natural resources 
and their conservation for national magazines. 

This.is the dissent of a Colorado citizen, with absolutely no ax to grind, no votes 
to wonder about, to the statement that the entire State unanimously favors the 
Fryingpan-Arkansas project now before your committee. And this is offered as 
an effort to contribute something in the way of public service. 

Very truly yours, 
ArTHur H. CARHART. 
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(The. following communication was. subsequently received for in- 
clusion in the record :) 
Saw Dfico, Caur., March 27, 1957. 
Senator MurRAY, or MonTANA, 
Chairman, Senate Interior and Insular Affairs Committee, 
Senate Office Building, Washington, D. C.: 

As a Colorado taxpayer and lifelong westerner I wish to refute as completely 
false the statement of Colorado Governor McNichols that there is complete unity 
throughout Colorado in support of the Fryingpan- end nc project. I would 
recommend that the project be judged dn its mé the political 


activity that has been pushing it and has been history. 
: D. H. GEeRBaz, 


(Whereupon, at 1 p. m., the heariff#was recessed, subject to the call 
of the chairman.) 


x 








